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  I 
PREFEACE 
 
Working capital is an important issue during financial decision making since its being a part 
of investment in asset that requires appropriate financing investment. However, working 
capital always being disregard in financial decision making since it involve investment and 
financing in short term period. Further, also act as a restrain in financial performance, since it 
does not contribute to return on equity. Though, it should be critical for to a firm to sustain 
their short term investment since it will ensure the ability of firm in longer period. 
 
The crucial part in managing working capital is required maintaining its liquidity in day-to-
day operation to ensure it’s smooth running and meets its obligation. Yet, this is not a simple 
task since managers must make sure that business operation is running in efficient and 
profitable manner. There are the possibilities of mismatch of current asset and current 
liability during this process. If this happens and firm’s manager cannot manage it properly 
then it will affect firm’s growth and profitability. This will further lead to financial distress 
and finally firms can go bankrupt. 
 
In traditional view of relationship between cash conversion cycle (as measure of working 
capital management) and profitability is ceteris paribus. The shorter firm cash conversion 
cycle, the better a firm profitability. This shows that less of time a dollar tied up in current 
asset and less external financing. While, the longer cash conversion cycle will hurt firm’s 
probability. The reason is that firm having low liquidity that would affect firm’s risk. 
However, if firm has higher level of account receivable due to the generous trade credit 
policy it would result to longer cash conversion cycle. In this case, the longer cash 
conversion cycle will increase profitability. Thus, the traditional view cannot be applied to all 
circumstances. 
 
Dilemma in working capital management is to achieve desired trade off between liquidity 
and profitability. Referring to theory of risk and return, investment with more risk will result 
to more return. Thus, firms with high liquidity of working capital may have low risk then low 
profitability. Conversely, firm that has low liquidity of working capital, facing high risk 
results to high profitability. The issue here is in managing working capital, firm must take 
into consideration all the items in both accounts and try to balance the risk and return.  
  II 
 
The purpose of this study is hopefully to contribute towards a crucial element in financial 
management which working capital management in Indian Cement Industry because The 
Indian cement industry is the second largest producer of quality cement, which meets global 
standards. The cement industry comprises 130 large cement plants and more than 300 mini 
cement plants. The industry's capacity at the end of the year reached 188.97 million tons 
which was 166.73 million tons at the end of the year 2006-07. Cement production during 
April to March 2007-08 was 168.31 million tons as compared to 155.66 million tons during 
the same period for the year 2006-07.Despatches were 167.67 million tons during April to 
March 2007- 08 whereas 155.26 during the same period. During April-March 2007-08, 
cement export was 3.65 million tons as compared to 5.89 during the same period. So Indian 
Cement Industry has a paramount importance in the development of Country.  It is almost 
untouched in India or very little research has been done in this area. Working capital 
management and its effects on performance is focused in this study. Specific objectives are to 
analyze the component of working capital  over a 6 years period, to establish a relationship 
between the two objectives of liquidity and profitability of the firms and to investigate the 
relationship between debt used by the a firm and its profitability 
 
During the course of this research work I have taken the help of several scholars and have 
claimed on the results done by several research scholars in India and abroad. The selected 
bibliography given at the end of my work will bear testimony to my indebtedness to them. 
More specifically, I express my hearty and deep regards to my guide Dr. Sanjay Bhayani, 
Associate Professor, Department of Business Management. Saurashtra University, Rajkot. 
Who has been a source of perennial motivator in making me to understand the research 
work? In fact, no words would suffice to express my deep sense of gratitude to him. He has 
been a source of inspiration and continued encouragement through out my work and without 
his co-operation, the study would not have been possible. I can never forget his valuable 
advice and guidance, my hearty salutations to him. 
I also owe my gratitude to Dr. Pratapsinh Chauhan, Dean, Professor and Head of the 
Department of Business Management, Saurashtra University, Rajkot, who has been a 
constant source of motivation in pursuing the research work. 
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my research work. 
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1.1 Introduction: 
Working Capital is the life blood of every business concern. Business firm can not make 
progress without adequate working capital. Inadequate working capital means shortage of 
inputs, whereas excess of it leads to extra cost. So the quantum of working capital in every 
business firm should be neither more nor less than what is actually required. The 
management has to see that funds invested as working capital in their organization earn 
return at least as much as they would have earned return if it invested anywhere else. At the 
time of increasing capital costs and scare funds, the area of working capital management 
assumes added importance as it deeply influences a firm's liquidity and profitability. A 
notable feature of utilization of funds is that they are of recurring nature. Therefore, efficient 
working capital management requires a proper balance between generation and utilization of 
these funds without which either shortage of funds will cause obstruction in the smoother 
functioning of the organization or excess funds will prevent the firm from conducting its 
business efficiently. So the main objective of working capital management is to arrange the 
needed funds on the right time from the right source and for the right period, so that a trade 
off between liquidity and profitability may be achieved. 
A firm may exist without making profits but cannot survive without liquidity. The function 
of working capital management organization is similar that of heart in a human body. Also it 
is an important function of financial management. The financial manager must determine the 
satisfactory level of working capital funds and also the optimum mix of current assets and 
current liabilities. He must ensure that the appropriate sources of funds are used to finance 
working capital and should also see that short term obligation of the business are met well in 
time. 
 
1.2 Meaning of Working Capital: 
Working Capital consists of that portion of the assets of a business, which are used, in current 
operations. It includes receivables, inventories or raw materials, stores, work-in-progress and 
finished goods, merchandise, bill receivable and cash. 
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These types of assets are normally temporary in nature. In accounting concept of working 
capital it is the difference between inflow and outflow of funds i.e. sources and uses of funds, 
(i.e. net cash inflow). In other words, working capital is the excess of current assets over 
current liabilities. 
Working capital management is concerned with problem that arises in attempting to manage 
the current liabilities and the interrelationship exists between them. Management of short-
term asset and short term financing is referring to working capital management and current 
asset management. The goal of working capital management is to manage a current asset in 
such a manner so that the satisfactory level should be maintained. 
Working capital as represented by excess of current assets over current liabilities and 
identifying the relatively liquid portion of the total enterprise capital which constitutes a 
margin for meeting obligation within the ordinary operating cycle of the business. 
"The sum of the current asset is the working capital." J.S Mill defines the gross concept. 
"Whenever working capital is mentioned it brings to mind current assets and current 
liabilities with general understanding that working capital is the difference between the two." 
There are two concepts of working capital, Gross concept and Net Concept. 
Gross working capital refers to a firm's investment in current assets. Current assets are the 
assets, which can be converted into cash within an accounting year and includes cash, short-
term securities, debtor, bills receivables and inventories. In other way, it defines as "total of 
current assets i.e. circulating capital." This concept is also known as quantitative concept.  
The net concept i.e. net working capital concept refers to the difference between current 
assets and current liabilities. Current liabilities are those claims of outsiders, which are 
expected to mature for payment within an accounting year and include creditors, bills 
payable, bank overdraft and outstanding expenses. This concept gives idea regarding sources 
of financing capital i.e. amount of current assets which would remain surplus if all current 
liabilities are paid. It can be positive or negative (positive is net working capital and negative 
is deficit working capital.) 
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The capital required for meeting the operational needs of a business enterprise has been 
named in different ways by various authorities. 
1. Colin Park and John W Gladson: - "Working Capital" 
2. C W Gerstemberg: - "Circulating Capital" 
3. Hasting: - "Short term Ainds" 
4. Ralph D. Kennedy and Stewart Y. Mcmullen: - "Excess of current assets 
over current liabilities." The amount of assets that has been supplied by 
the long-term creditors and the stockholders i.e. current assets that has not 
been supplied by current and short term creditors. 
5. Lincoln: - "Current assents - current liabilities." 
As against above there are some authorities in financial management who consider that 
working capital is the total of current assets of an organization which circulates from one to 
another e.g. cash to inventories, inventories to receivable, from receivable to again cash. 
Field, Baker and Malott, Mead etc. had opinion that, working capital should be taken to mean 
current assets only. This is also known as quantitative aspect. 
Arguments in favour of gross concept: 
• Fixed assets are to mean fixed capital which leads to logic demand that current assets 
is taken to mean working capital,  
• Working capital will increase with every increase in borrowings but according to net 
concept there will be no change in borrowings,  
• The management is more concerned about the total funds available than the sources 
from where the funds came,  
• This is more relevant in joints stock companies as there is no close contact between 
ownership  and management because  of that  the ownership  of current  assets  and  
fixed  assets  is  not  given  much importance. 
Arguments in favour of net concept:  
• In long run the net concept only matters not the obsolete amount of current assets,  
• This concept helps investors and creditors to judge its sound ability and liquidity.  
• This is only the source to meet contingencies since the enterprise has no obligation to 
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return this amount 
• Very effective in finding out the financial position of a concern. 
• Relevant in partnership business where there is close contact between ownership of 
capital and management 
Both concepts have their significance at their own levels. To determine the size and extend of 
utilization of current assets the gross concept is taken into account and to find out the 
liquidity position of an organization the net concept is taken into account. 
 
1.3 Types of Working Capital 
 
Classification on the basis of concept:  
Gross working capital: This concept is also known as quantitative concept It takes 
current assets i.e. cash, accounts receivables, merchandize, debtors etc. into account 
When die organization considers long-term funds, this concept is significant. 
 
Net working capital: This concept is also known as qualitative concept. According to 
this concept, working capital is the excess of current assets over current liabilities. This 
concept shows how much amount is left for operating activities. For determining the 
financial position (i.e. liquidity) this concept is significant 
 
Deficit Working Capital: Excess of current liabilities over current assets is deficit 
working capital. Such a situation is not absolutely theoretical and occurs when a firm is 
nearly a crisis of some magnitude. 
 
Classification on the basis of financial statement: 
This classification has been done on the basis of financial statement because the 
information regarding the working capital is collected from the profit and loss account or 
balance sheet. 
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(I)  Balance sheet:  
When the information regarding the working capital is collected from the balance sheet 
(i.e. the items appearing in balance sheet), then this type of working capital is known as 
balance sheet working capital. 
The basis can now again classified as: - 
• Gross Working Capital  
• Net working Capital  
• Deficit Working Capital  
 
(II) Profit & Loss Account: 
 
Cash working capital: Cash working capital arises when the items regarding the 
working capital is collected from the profit and loss account i.e. the items appearing in 
P&L A/c. It shows the real flow of money and values at a particular time and is 
considered to be then more realistic approach and having great significance to working 
capital management in recent years as it shows the adequacy of cash flow in business. It 
is based on operating cycle concept. 
 
The duration of time required to complete the different events like conversion of cash 
into raw materials, raw material into work-in-progress, work-in-progress into finished 
goods, finished goods to debtors and bill receivable through sales and conversion of bill 
receivable to cash etc. in case of manufacturing firm.  
Classification on the basis of variability: 
(I) Permanent working capital:  
The working capital which is permanent in nature i.e. which cannot be varied due to 
variation in sales. It is the minimum level of current assets kept by the organization 
required always for business operation even if there is fluctuation in sales. 
Normally it consists of low level of inventory cash, bill receivable, material in process, 
finished goods. These can be obtained any day of the year because it is permanent in 
nature. Amount of such investment is called as Permanent Working Capital. 
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Permanent Working Capital is also known as fixed or regulating Working Capital. 
This amount varies year-to-year depending upon the growth and stage of business cycle 
in which it operates. 
Characteristics: 
i) Classified on the basis of time factor 
ii) Always remain in process. 
iii) Size increases according to growth of enterprise. 
iv) Suited for business, which is the same for all the yearlong. 
v) Constantly changes from one asset to another. 
(II)  Variable working capital:  
It is required during the most active seasons of the year. It is most suited to the business, 
which is seasonal and cyclical in nature. It represents as additional asset required for 
normal functioning of business in favourable seasons. It changes according to variation in 
sales. 
(III)  Temporary Working Capital:  
Total Current Assets - Permanent Current Assets. It changes according to change in 
operational activity. This type of working capital is also known as Temporary, Seasonal 
or Special Working Capital. 
 
The Permanent is constant and temporary is fluctuating according to seasonal demand. 
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"The working capital is also known as circulating capital. The use of the term circulating 
capital instead of working capital points that flow is circular in nature."The current assets and 
current liabilities are flowing round in a business like current in electric circuit, water in a 
river and blood in body. The funds of a manufacturing firm are obtained from various 
sources such as issue of shares and debentures, long term and short-term borrowings and 
ploughing back of the earning of business. A major part of the funds is used to purchase fixed 
assets .and the remaining part is utilized for day to day operations i.e. to pay creditors for raw 
material purchased, to pay wages and overheads expenses for production of finished goods 
and on sales, book debts are generated from which one has to pay interest, taxes and 
dividends etc. and the remaining part is ploughed into the business. This cycle goes on 
constantly throughout the life of a firm. 
The term circulating capital is frequently used to denote those assets, which are changed 
relatively and rapidly from one form to another. Working capital is essentially a circulating 
capital. 
Working capital funds are generated and these funds are circulated in the body of a business. 
As and when this circulation stops, the business gets weaker and drops down dead. It is 
because of the reason that the working capital is known as the circulating capital as it 
circulates in the business as the Wood in the human body. 
 
1.4 Methods of estimating Working Capital 
Working capital requirement can be determined mainly by using the following methods: 
• Percentage on Sales Method – It is a simple method of determining the level of 
working capital and its components. In this method, working capital is determined as 
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present or forecast sales. It is determined on the basis of past experience. If over the 
years, relationship between sales and working capital is found to be stable, then this 
relationship may be taken as a base for determining the working capital for future. 
This method is simple, easy and useful in forecasting working capital. 
 
• Operating Cycle Approach - The operating cycle of a concern begins with the 
acquisition of raw materials and stock at the point of collection of receivables. It may 
be divided into the following stages: -  
(I) Raw material and store stage 
(II) Work-in-Progress stage 
(III) Finished goods inventory storage period stage 
(IV) Receivable stage. 
The duration of the operating cycle for the purpose of estimating working capital is equal to 
the sum of the durations of each of these stages less the Credit period allowed by the 
suppliers of the concern. 
Symbolically it can be put thus 
O = R + W + F+ D – C  
O = Duration of operating cycle, 
R = Raw material period (Average stock of Raw Material/Average Raw Material & 
storage consumption per day)  
W= Work-in-Progress period (Average Work-in-Progress Inventory/Average cost of 
production per day)  
F = Finished goods inventory storage period (Average Finished Stock Inventory/ 
Average cost of goods sold per day) 
D = Receivable Stage,  
C = Creditors payment period. 
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• Regression Analysis Method - The regression analysis method is a very useful 
statistical technique of forecasting working capital requirement. In the sphere of 
working capital management it helps in making projections after establishing the 
average relationship in the past years between sales and the working capital and its 
components .The analysis can be carried out through the graphic portrayals (scatter 
diagram) or through mathematical formulae. The relationship between sales and 
working capital may be simple and direct indicating complete linearity between the 
two or may be complex in differing degrees involving simple linear regression, or 
simple curvilinear regression and multiple, regression situations. This method is 
suitable for simple as well as complex situations. 
 
1.5 Adequacy of Working Capital 
A study of working capital is of major importance of internal and external analysis because 
of its close relationship to current day to day operation of business. Inadequacy or 
mismanagement of working capital is the leading course of business failure.  
The importance of adequacy of working capital can hardly be over emphasized. Many other 
business failure takes place due to lack of working capital. Hence Working Capital is 
considered as the lifeblood and the controlling nerve centre of a business. Inadequate 
working capital is a business ailment. Therefore, a firm has to maintain adequate working 
capital. It is as important as blood circulation in our body to maintain life and flow of funds 
is very necessary to maintain business. 
Adequacy of working capital is very important in a way that the working capital represents 
near about half of all the value of assets in balance sheet. It is necessary to maintain a proper 
balance between current assets and liabilities otherwise it may effect an enterprise badly and 
even become the cause of liquidation. 
Working capital should be sufficient to enable a company to conduct its business on the most 
economical basis and without financial stringency and to meet emergencies and losses 
without danger of financial disasters. 
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Adequacy of working capital is also necessary to protect it from shrinkage in the value of 
current asset. It also makes it possible to take advantage of cash discount and also helps to 
determine credit terms to customer. It enables a company to operate its business more 
efficiently because there would be delay due to credit difficulties in obtaining materials 
services and supplies. 
It should be noted here that excess working capital especially in the form of cash and 
marketable securities may be as unfavorable as inadequacy of working capital because of 
large volume of funds not being used productively. 
Idle funds involve a lower amount of income and often lead to investment in undesirable 
projects or in unnecessary plant facilities equipment. In fact, availability of excess working 
capital may lead to carelessness about cost and therefore to inefficiency in operations. 
Mismanagement of working capital leads to adverse effects. Just like excess food in our body 
is very dangerous and little food leads to starvation. As a company the excess working capital 
leads to inflation and inadequate working capital leads to deflation. 
Adequacy of working capital requires: 
(i)    It permits the carrying of inventories at a level that would enable a business to serve 
satisfactorily the needs of customers. 
(ii)     It enables a company to operate its business more efficiently because there is no delay 
in obtaining materials etc. because of credit difficulties. 
(iii)   It enables a business to with stand periods of depression smoothly i.e. -   business run 
efficiently in adverse circumstances. 
(iv)    It enables a company to extend credit to its customers. 
(v)     Increasing price may necessitate investment in inventories and fixed assets. 
(vi)    There may be unwise dividend policy. 
(vii)  The management is not in form to manage credit for further expansion. 
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(viii) The current funds may be invested in non-current assets. 
(ix)    The management is not in position to manage funds for meeting debentures on 
maturity and liabilities timely (as and when required). 
(x)     There may be operating losses. 
(xi)    There may be decrease in profit and decrease in retained earnings. 
(xii)  To protect the organization from the adverse effect from the shrinkage in current 
assets. 
(xiii) It ensures to a greater extent the maintenance of company's credit standing and 
provides for such emergencies as floods strikes etc. 
For smoother running of a business, an adequate amount of working capital is very essential. 
In its absence, fixed assets cannot gainfully be employed. The business should have enough 
cash to meet its currently maturing obligations. To avoid interruption in production schedule 
and to maintain sales, a firm requires funds to finance inventories and receivables. The 
adequacy of cash and other current assets together with their efficient handling virtually 
determine die survival or demise lifeblood and the controlling nerve center of a business. In 
adequate working capital is a business ailment. 
If a business maintains an adequate amount of working capital it not only gets rid of die 
dangers of short working capital but also enjoys a good rating and receives cash discount on 
its payments. It can pass a period of depression without much difficulty. 
 
1.6 Inadequacy and Excess of Working Capital 
Inadequate working capital: 
The need of adequate working capital can hardly be questioned. Just as food is necessary for 
a human being but too much of it may be as harmful as too little of it. In an enterprise, too 
little working capital means starvation and too much leads to inflation, which is certain to 
wreck the foundation of strength. 
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Inadequate working capital affects the firm's solvency adversely and excessive working 
capital affects the firm's profitability adversely. Inadequate working capital implies shortage 
of regular funds to carry on the normal business operation. A business may have inadequate 
working capital mainly because of the four reasons i.e. under investment in inventories, 
under investment in marketable securities,  insufficient or under investment of receivables, 
shortage of liquid funds i.e. cash etc. 
If a firm plans working capital requirement properly it may have at one time inadequate 
working capital and at another time excess working capital. 
When working capital is inadequate, the company faces the following problems: 
(i)  The modernization of equipment and even routine repairs and maintenance facilities 
may be difficult to administer. 
(ii)  A Company cannot afford to increase its cash sales and may have to restrict its 
activities to credit sales only. 
(iii)  It is not possible for it to utilize production facilities fully for want of working capital. 
(iv)    A Company may not be able to take advantage of cash discount facilities. 
(v)  The credit worthiness of the company is likely to be jeopardized because of lack of 
liquidity. 
(vi)  A Company may not be able to take advantage of profitable business opportunities. 
(vii)  A Company will not be able to pay its dividends because of the non availability of 
funds. 
(viii) A Company may have to borrow funds at exorbitant rates of interest. 
(ix)  Its low liquidity may lead to low profitability in the same way as low profitability 
results in low liquidity. 
(x)  Low liquidity would positively threaten the solvency of the business. A Company is 
considered illiquid when it is not able to pay its debts on maturity. 
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Excess working capital: 
Excess working capital especially in the form of cash and marketable securities may be 
unfavorable as inadequacy of working capital because of the large volumes of funds not 
being used productively. Idle funds involve a lower amount of income and often lead to 
investment to desirable projects or unnecessary plant facilities and equipment. In fact 
availability of excess working capital may lead to carelessness about and therefore to 
inefficiency of operation. 
Credit is extended to undesirable cases and collection efforts get slackened, in the case of 
firm having more of the adequate working capital. On the one hand, people think that the 
management is conservative and that it does not want to expand the business and take full 
advantage of the funds at its disposal, on the other hand, unnecessary expansion takes place 
in these firms. It also includes the management into speculative activities. Sometimes 
directors exploit the situation of excess working capital for their personal benefit by giving 
liberal dividend which otherwise are not justified. 
The situation of excess working capital also brings many disadvantages to the firm. Beside, 
the cost of holding it, which may demand on the source of financing working capital, excess 
working capital causes inefficiency in the management. It tempts the management to invest a 
large portion of funds in slow moving assets particularly inventories. Filling up of inventories 
out of proportion may itself create a situation of cash shortage. 
Too much working capital is as dangerous as too little of it. Excessive working capital 
creates the following problems: 
(i)  A Company may enjoy high liquidity and at the same time, suffer from low 
profitability. 
(ii)    A Company may be tempted to over trade and loss heavily. 
(iii)  Excessive working capital may be as unfavourable as inadequacy of working capital 
if the large volumes of fund are not being used productively. 
(iv)  A Company may keep very big inventories and tie its funds unnecessarily. 
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(v)     There may be an imbalance between liquidity and profitability. 
(vi)  High liquidity may induce a company to undertake greater production, which may not 
have a matching demand. It may find itself in an embarrassing position unless its 
marketing policies are properly adjusted to boost up the market for its goods. 
(vii)  A Company may invest heavily in its fixed equipment that may not be justified by 
actual sales or production. 
The immediate effects of excess working capital are: 
Low inventory 
Low working capital turnover 
Higher cost of inventory 
Higher bad debts losses 
A business enterprise has excess working capital due to following reasons: 
(i) Excess inventory 
(ii) Over investment in receivables. 
(iii) Over investment in marketable securities. 
(iv) Excess of liquid funds. 
From the above discussion, we come to know that there should be proper management of 
working capital. Neither it should be inadequate nor it should be excess. 
Thus, excess working capital is as dangerous as too little capital because of the portion of 
funds not being used gainfully. It tempts the management to invest funds in slow moving 
assets particularly inventories. It also causes carelessness about cost, and the result in 
inefficiency all around. Therefore working capital should be just adequate, not more or less, 
for the need of a business firm. Excess working capital should be avoided because it impairs 
a firm's profitability, as idle investment in current assets earns nothing. On the other hand, 
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inadequate amount of working capital, particularly shortage of cash, can threaten the 
solvency of the firm if it fails to meet its current obligations. 
 
1.7 Factors affecting the Working Capital Requirements 
A firm should plan its operations in such a way that it should have neither the lack of 
working capital nor it should have excess of working capital. There is no set of rules or 
formula to determine the working capital requirement but there are so many factors that 
affect in determining the requirement of working capital. The factors mainly affect the size 
and nature of industry and firm. These factors are also changing from time to time. In 
general, following factors are affecting the requirement of working capital. 
(i) Nature of Industry: The main factor which affects the requirement is the nature of 
the industry i.e. if the industry is of small type there may be less need of cash, 
investment. On the other hand, if the industry is of large type, the block cash etc. 
are kept on large basis. Even the goods and raw materials are purchased and 
supplied on credit basis. Investing huge amount in fixed assets, have the lowest 
needs for current assets, partly because of the cash nature of their business and 
partly because of selling services instead of products. Thus, no funds will be tied up 
in accounts receivables and inventories. On the other hand, trading and financial 
firms have a very low investment in fixed assets but huge amount to be invested in 
working capital. 
(ii) Demand of creditors: Creditors are the liability of any organization. They have 
interested in the assets of a company and security of loans. They want their 
advances should be sufficiently covered. This can only be possible when the assets 
are greater than its liabilities so that they may easily get money as and when needed 
and at the time of maturity. 
(iii) Cash Requirements: Cash is a part of current assets. The company should 
maintain the minimum cash level. It helps in the smoother functioning of business 
operation. It should be adequate and properly utilized. It is both the means and end 
of enterprise. Just as blood, gives life to the human body, in the same way cash 
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gives profit and solvency to the working capital structure of an enterprise. 
(iv) General nature of business: The general nature of business is also as important 
determinant of working capital. Working capital requirements are depend upon 
general nature and its activity to work. In public utility services, the working capital 
requirement is relatively slow as the inventories and goods rapidly change into cash. 
The large concerns that are engaged in production maintenance, a big part of 
investment consists of working capital. They have to maintain cash, inventory at 
very large level. Manufacturing organization, however face problems of slow 
turnover of inventories and receivable and invest large amount in working capital. 
The industrial concern should have a fairly large amount of working capital though 
it varies from industry to industry depending on their assets structure. 
(v) Time: This is also an important factor that affects the requirement of working 
capital. If the time required in manufacturing goods is more (large), the investment 
in working capital is also greater and if the time is less then the amount invested in 
working capital is also less. Moreover, the amount of working capital depends upon 
inventory turnover and the unit cost of goods that are sold. The greater the cost the 
larger is amount of working capital. 
(vi) Volume of sales: This is the most important factor affecting the requirement of 
working capital. A firm maintains current assets because they are needed to support 
the operational activation, which result in sales. The volume of sale and the size of 
the working capital are directly related to each other. As the volume of sale 
increases the working capital investment increases and vices versa. 
(vii) Terms of purchase and sale: If the credit terms of purchases are more favourable 
and those of sales less liberal, less cash is invested in inventory. With more 
favourable credit terms, working capital requirements can be reduced as the firms 
do get more time for payment to creditors or suppliers. The credit granting policy of 
a firm affects the working capital requirement by influencing the size of account 
receivables. 
(viii) Inventory Turnover: If it is high, the working capital requirement will be low. If it 
is low, working capital requirement reduces. Managing working capital is 
synonymous with controlling inventories. Good inventory management is helpful 
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for the structure of working capital. 
(ix) Receivable Turnover: It is necessary to have an effective control over receivables. 
Prompt collection of receivables and good facilities for setting payables result into 
low working capital requirements obtain maximum sales, keep bad debt losses to 
minimum. Minimize the cost of investment etc. are the objectives of receivables 
management. 
(x) Business cycle: More working capital is required in the prosperity of business 
expansion and less working capital required at the time of depression. In the period 
of prosperity, additional funds are required to invest in plant and machinery to meet 
the increased demand. The depression phase lead to fall in the level of inventories 
and book debts and so less working capital is required. Business fluctuation 
influences the size of working capital mainly through the effect of inventories. 
(xi) Variation in Sales: A seasonal business requires the maximum amount of working 
capital for a relatively short period of time. 
(xii) Production Cycle: The time to convert raw material into finished goods is referred 
to as the production cycle or operating cycle. The longer the duration, more 
working capital is required and lesser the duration less working capital is required. 
So it is an important factor, which affects the working capital requirement more 
working capital is required to finance the production cycle. 
(xiii) Liquidity and Profitability: If firm is interested in maintaining the liquidity and 
wants to improve the liquidity, more working capital is required. If a firm desires to 
take a greater risk for bigger gains and losses, it reduces the size of its working 
capital in relation to its sales. A firm therefore should choose between liquidity and 
profitability and decides about its working capital requirement accordingly.  
(xiv) Profit planning and control: Adequate profit assists in generation of cash. It 
makes it possible for management to plough back a part of earning into the business 
and substantially build up internal financial resources. 
(xv) Activities of the firms: A firm' policy regarding the sale also depends upon the 
requirement of working capital. If a firm's sells its goods to customer on credit 
basis, it requires more working capital as compared to cash sales. 
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(xvi) Production Policy: There are two options open to the enterprise, either they 
confine their production only to periods when goods are purchased or they follow a 
steady production policy through out the year. In former case, there will be serious 
production problems. During the slack season, the firm will have to maintain the 
working force and physical facilities without adequate production or sale. The 
programme accumulation of stock will naturally require an increasing amount of 
working capital, which will remain tied up for some months. 
(xvii) Turnover of circulating capital: Conversion of cash to inventory, inventory to 
finished goods, finished good to book debts of account receivables, book debt to 
cash account play an important role in judging the working capital requirement. 
(xviii) Inherent hazards and contingencies: An enterprise operating an industry subject 
to wide fluctuation in demand and prices for its products, periodic operating losses 
or rapidly changing technology, requires additional working capital. 
(xix) Repayment ability: Enterprise repayment ability determines the level of its 
working capital. 
(xx) Availability of credit: An enterprise which can get credit from bank and suppliers 
easily on favorable conditions will operate with less working capital than an 
enterprise with such a facility. 
(xxi) Operational and Financial efficiency: Working capital turnover can only be 
improved with a better operational and financial efficiency of a firm. 
(xxii) Dividend Policy: A shortage of working capital often acts as powerful reason for 
reducing or shipping a cash dividend. 
(xxiii) Value of current assets: A decrease in the real value of current assets compared to 
their book value reduces the size of the working capital. If real value of current 
assets increases, there will be an increase in working capital. 
(xxiv) Price level changes: The rise price level will require an enterprise to maintain a 
higher amount of working capital. The companies, which can immediately reverse 
their product prices with rising price level, will not face a severe working capital 
problem. 
(xxv) Gestation Period: Certain industries have a long gestation period with a result that 
a considerable number of years must elapse before production, operation can be 
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carried on profitably. During this period income is insufficient and working capital 
is greater. 
(xxvi) Other factors: 
i) In addition, absence of coordination in production and distribution policies 
in a company results in a high demand for working capital. 
ii) The absence of specialization in the distribution of products may enhance 
the need of working capital. 
iii) If the means of transport and communication in a country like India are not 
well developed, the industries may face a great demand for working capital 
by keeping raw materials. 
iv)  The import policy of the government may also effect requirement of 
working capital for the companies as they have to arrange the funds for 
importing the goods at specified times. 
v)  The greater the amount of working capital lowers the amount of risk of 
liquidity. 
 
1.8 Sources of Working Capital 
Long Term Sources (Permanent Sources): 
Source of fixed working capital are of permanent nature and may be both external and 
internal. Among the internal sources the retained earnings and depreciation are more explicit. 
Retained earnings represent undistributed profit and are considerably depending upon factors 
like rate of taxation and dividend policy. Generally this source is used for expansion but can 
also be used, as working capital depending upon how much it is available. The depreciation 
is the part of cost of production and is recovered subsequently in cash. Depreciation has 
greater chance to be utilized as a source of working capital for relatively longer period. 
Retained earnings and the depreciation funds may prove to be the best source of working 
capital relatively for longer period. These are normally not available in die initial stage of an 
enterprise. 
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Among the external sources the share capital, debentures and long term loans from financial 
institutions are more explicit. Issue of shares could be one way to raise the equity base. The 
probability of a successful issue of debentures seems to be rather meager. In the Indian 
Capital Market, issue of debentures has still to gain popularity. The mode of raising funds by 
issuing convertible debentures/ bonds is also considered, which may attract a number of 
investors. Loans from financial institutions and commercial banks are also the source of 
working capital. Externally, a large part of the working capital may be arranged in the form 
of loans from banks and financial institutions. These loans may take the form of unsecured or 
secured loans. The units may take overdrafts facilities from the commercial banks. Secured 
loans are the loans protected by the pledge of certain securities, which are normally 
inventories. 
The issue of shares is likely to prove more advantageous than the sale of debentures because 
in the former case the management is relieved of the anxiety to return the amount on some 
fixed maturity date. 
Short Term Sources: 
These sources may also be internal or external. Among the internal sources a reference may 
be made to tax provisions and dividend provisions. The deferred payment of taxes can be a. 
source of variable working capital. Taxes are not paid from day to day but the accrued 
liability therefore, is indicated by reserves. 
"Internal short terms funds are generated as equal to need of the business activities in the 
form of outstanding wages, salaries shares of the owner of the business in the profit of the 
firm and tax liabilities etc. There is always a time gap between the incurring of such short-
term liability and it's selling. During this interval the short-term sources provide funds. The 
internal short-term funds are also termed as spontaneous sources of short term credit." 13 
External short-term sources of funds can be divided into open account trade credit and short-
term borrowing. Trade credit is available for a short period and ultimately at any one point of 
time during the year credit is fully liquidated. However, this is not true for all industries 
except in the case of seasonal industries. Trade credit goes on being renewed with the receipt 
of fresh supplies and, is one of the major sources of funds to inventories. The period and 
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volume of this type of credit varies from company to company. The terms of trade credit are 
so determined that as far as possible, it is not utilized for other purpose, but if a concern fails 
to avail itself of the discount offered, it is comparatively costlier than others. 
Short-term borrowing includes bank credit, public deposit and funds from other misc. sources 
such as selling of commercial papers and issuing of short-term promissory notes. Bank 
provides business unit with short-term funds to finance.  
Working capital has various forms (a) Cash credit management and (b) Discounting of bills. 
Public deposits are generally accepted for a fixed period and if on maturity, they are not 
renewed, the amount of deposit has to be repaid. They cannot be obtained to an unlimited 
extent because of the various restrictions imposed by the government. However, the largest 
amount of short-term borrowing is obtained from banks particularly through cash credit 
arrangement. A Firm should take maximum advantage of the spontaneous finance sources. 
The approach a firm uses in mixing these sources can be matching, conservative or 
aggressive. 
Matching Approach: - When the firm uses long-term sources to fitness fixed assets and 
permanent current assets and short term financing to finance temporary current assets.  
 
Conservative Approach: Under this approach a firm finances its permanent assets and also 
a part of temporary current assets with long term financing. It relies heavily on long term 
financing and is less risky so far as solvency is concerned, however, the funds may be 
invested in such instruments, which fetch small returns to build up liquidity. Thus it 
adversely affects profitability. 
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Aggressive Approach: - The firm uses more short term financing than is justified in this 
approach. The firm finances a part of its permanent current assets with short term financing. 
This is more risky but may add to the return on assets. 
 
 
 
1.9 Structure of Working Capital 
The study of structure of working capital management is another name for the study of 
working capital cycle. In other words, we can say that the study of structure of working 
capital is the study of the element of current assets and current liabilities. Current assets 
consist of inventory, bills receivable, cash is hand, stores, bank balance and others liquid 
resources like short term or temporary investment. Current liabilities consist of bills payable, 
creditors, unpaid dividend, unpaid taxes and other such things which are payable within a 
year. This study of working capital is another name for study of elements of current assets 
over current liabilities. 
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Current Assets: 
(I) Inventory: 
Inventory is the major term for current assets. Inventory frequently constitutes very important 
portion of the current assets. Because of very large investment in inventory and its 
importance in meeting customer's needs its management becomes important. Maintaining 
inventories also requires investment of capital. However, it should be adequate i.e. proper. 
Excess and inadequacy of capital both are very harmful for any company. A reduction i.e. 
inadequacy many times lead to slow down the firm's production and also halts its operation. 
Excess investment in inventory lowers the return on total assets and inventory turn over ratio. 
According to Harold and Dyckman. " The establishment of optimal inventory level is one 
part of determining the current asset portfolio and is one of the more important decision of 
the firm taken on a continually basis in relation to its operation." 
In general manufacturing concern has mainly three kinds of inventories: 
(a) Raw material inventories: 
On certainty about future demand for finished goods, together with the coats of adjusting 
production to the changes in demand cause a financial manager to desire some level of raw 
material inventory. Unavoidable delays in acquiring raw material may cause the production 
process shut down and then restart again raising cost of production. Under these conditions, 
the company cannot respond promptly to change in demand without sustaining high costs. 
Hence, some level of raw inventory has to be held to reduce such costs. Determining its 
proper level requires an assessment of cash of buying and holding inventories and a 
comparison with the cost of maintaining insufficient level of inventories. For maintaining 
proper level of inventories many methods like last in first out, first in first out, maximum 
level inventory, minimum level inventory, economic order quantity, average level etc. are 
used. 
(b) Work-in-process: 
This inventory is build up due to production cycle. Production cycle is the time span between 
introduction of raw material into production and emergence of finished product at the 
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completion of production cycle. Therefore, work in progress is raw materials upon which 
work has been performed to change their form, size, physical or chemical properties. Till the 
production cycle is completed, the stock of work in progress should be maintained. 
(c) Supplies: 
Stores and spares and other goods, which are consumed in the creation and distribution of 
goods and services 
(d) Finished goods inventory: 
Customer demand for finished goods is uncertain and variable, if company carries no goods 
inventory, unanticipated increase in customer demand would require sudden increase in the 
rate of production to meet the demand. Such rapid increase in the rate of production may be 
very expensive to accomplish, rather than lose sales because the additional finished goods are 
not immediately available or sustain high cost of rapid additional production. It may be 
cheaper to hold a finished goods inventory. Normally finished goods include completely 
manufactured and inspected goods that are ready for sale. 
Thus, to develop successfully optimum inventory policies the management needs to know 
about the functions of inventory, the cost of carrying inventory, economic order quantity and 
safety stock. Since requirement cannot wait since the cost of keeping machine and man idle 
hour is higher than the cost of storing the material. It is economical to hold inventories to the 
required extent. 
Objections of inventory management: 
i)  To minimize idle cost of man and machine caused by shortage of raw material. 
ii)  To keep down inventory ordering cost, inventory carrying cost, capital investment 
in inventories, obsolescence losses, lead time, cost of holding inventory, reorder 
purchase/ variety reduction, materials planning, obsolete inventory scrap, quantity 
discount. 
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The following factors influencing the inventory are: 
(1)  Lead Time: It is the time taken for identifying the need and placing the order for 
purchasing goods from suppliers. 
(2)  Cost of holding inventory: The management should try to balance various costs so 
that the total cost may be minimized i.e. material cost, holding cost, carrying cost, 
under stocking and over stocking cost. 
(3)  Reorder Point: Its shows when an order should be placed and depends upon 
consumption rate and the duration of lead-time 
(4)  Variety reduction: If the stock is innumerable than it is imperative to reduce the 
number of items, which are particularly small items not usually, used. 
(5)  Material planning: To have successful material planning, it is necessary for an 
enterprise to adopt a technique, which considers the factors, which affect the 
material planning of availability of cash etc. 
(6)  Obsolete Inventory and sharp: Inventory may be obsolete due to change in design 
and demand and can only be minimized by rationalizing supply sizes and 
adopting correct measures and by proper maintaining of machines. 
(7)  Quantity Discount: the vendors offer it to the purchasers. In order to induce 
purchase, suppliers offer the reduced price of bulk order. 
(II) Cash:  
Cash is one of the most important tools of day-to-day operations, because it is a form of 
liquid capital, which is available for assignment to any case. It is often the primary factor, 
which decides the course of business destiny, the decision to expand a business may be 
determined by the availability of cash and the borrowings of funds will frequently be dictated 
by cash position. Cash in hand however is a non-earning asset. The optimum level of  idle 
resources depends upon various factors such as manufacturing cycle, the sale and collection 
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cycle, age of bills and its maturity date. It also depends upon its liquidity of other current 
assets and the matter of expansion. It is an important component also because it is the cash, 
which keeps the business going. It is always in the form of liquid funds including bank 
balances, which may be used for any purpose and at any time. Cash is both the means and 
end for a firm. Return on capital generally makes the payment of cash, dividends imperative 
and in case of liquidation cash becomes the final means of payment. There is not a single 
movement in the life of a business firm when cash is not important. Cash therefore, occupies 
a central place in the structure of working capital. 
It has now become a practice with business enterprise to avoid too much redundant cash by 
investing a portion of their earning in assets, which are susceptible to easy conversion into 
cash. Such assets include Govt. Securities bonds debentures and shares that are known to be 
readily marketable and they may liquidate at any movement as and when needed. 
(III) Receivables: 
The present popular practice of acquiring commodities and services in exchange for a 
promise of future payment rather than exchange of goods desired in ancient time. The best 
form of debt is 'book debt'. It is in fact an inter-firm debt. From the seller point, it is trade 
debtors an asset and from the purchaser point of view, it is trade creditor as a liability. 
It may also be true that the extension of credit by the firm to its customers may reduce the 
variability of sales over time. Customer confined to cash purchases may tend to purchase 
goods when cash is available to them. Even if the customers do obtain credit elsewhere, they 
must incur additional cost of search in arranging for a loan cost that can be estimated when 
credit is given by a supplier. Therefore extension of credit to customer may well smooth out 
the pattern of sales and cash inflows to the firms over time since customer need not wait for 
some inflows of cash to make a purchase. The extension of credit by firms may act to 
increase near term sales. Customer need not wait to accumulate necessary cash to purchase 
an item but can acquire it immediately on credit.         
The determination of the amount of investment in receivable is a function of the volume sales 
and longer the terms of credit granted, the more will be the investment in receivables. 
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Promissory note and trade acceptance are the two forms of credit sales. These can be 
discounted before the maturity date. Receivables arising from periodic adjustment or sales 
are designated as accrued receivables. Receivables like inventories carry some direct and 
indirect costs. Direct cost consists of allowances and concessions to customer and losses 
from bad debts. Indirect cost consist of credit and collection cost, cost associated with 
recording bill and preparing statement and sending statement of accounts and remainders for 
payment. 
Thus the volume of receivable depends much upon the credit policy of a concern and they 
may depend upon the efficiency of the collection department. The total volume outstanding 
at any one time is determined by a firm's credit and collection policies. The role, which it 
plays in the total financial structure, depends upon the total enterprises' credit and collection 
policies, organization of credit and collection function, credit policy formulation etc. 
The main objectives of receivables management are: 
• Obtain maximum sales. 
• Keep bad debts losses to the minimum. 
• Minimize the cost of investment in book debts 
• To minimize and denial servicing cost for book debts. 
 
Advantage of receivable management: 
• Reduction of collection costs over cash collection 
• Reduction in the variability of sales. 
• Increase in the level of near term sales. 
 
(IV) Marketable Securities:  
In modern time, it has become a practice with business enterprise to avoid too much extra 
cash by investing a portion of their earnings in assets, which are susceptible to easy 
conversion into cash. Such assets may be in form of cash, Govt. Securities, debentures, bonds 
or shares known as readily marketable securities. Corporate shares also come in this 
category. 
  29 
Current Liabilities: 
It is another main aspect of working capital: 
(i)  Current trade creditors: These debts are payable in cash within a short period of a 
year or less. Until this liability falls due for payment it serves as a short-term source 
of finance. 
(ii)  Current Provisions: These are arising in normal course of business operation such as 
for taxation, dividends, interest etc. and mature for payment within a short period. 
(iii) Short-term borrowings 
 
Meaning of Current Assets and Current Liabilities 
Current Assets: The assets, which are engaged in current operations of a business, are 
normally expected that these will change their shape during an accounting period i.e. twelve 
months. The two important characteristics are: 
i) Short life span 
ii)  Shift transformation into other form of asset. It is rightly observed, "Current assets 
have short life span. Cash balance may be held idle for a week or two, accounts 
receivables may have life span 30 to 60 days." 
Fitzgerald defined current asset as "Cash and other assets which are expected to be converted 
into cash in the ordinary course of business within one year or within such longer period as 
constituted the normal operating cycle of a business." 
Current Liabilities: 
All claims or obligations, which are expected to mature for payment within an accounting 
cycle, are known as current liabilities. These can be defined as "Those liabilities where 
liquidation is reasonably expected to require the use of existing resources properly 
classifiable as current assets or the creation of other current assets or the creation of other 
current liabilities." 
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1.10 Test of Working Capital Policy 
 
There are four tests of working capital policy: 
1) Level of working capital: It should be maintained by a careful study of the 
movements of working capital in successive periods. If a management can 
develop a pattern in these movements, mis pattern would serve as a guide to its 
requirement in relation to certain decisions, which are made from time to time. 
 
2) Structural health: The relative health of the various elements of the working 
capital should be considered from the point of view of liquidity. It is necessary 
to draw structural constituting the current assets. 
 
 
3) Circulation: This is an important feature of the liquidity position and 
involves the natural activity cycle of an enterprise. Ratios may be calculated to show 
the average period required for the conversion of raw material into finished goods, 
finished goods into sales and sales to cash. 
 
4)  Liquidity: A more useful and significant test to measure liquidity may be adopted by 
using the following ratios each expressed as a percentage of 
i) Working capital to current assets 
ii) Liquid resources to current assets 
iii) Stock to current assets 
iv) Inventory to current assets 
v) Liquid assets to current liabilities 
vi) Current assets to current liabilities 
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1.11 Techniques for Analysis of Working Capital 
Proper management of working capital requires a careful inquiry into current assets and 
current liabilities and trends in the terms that are included in working capital i.e. components 
of current assets and liabilities. 
Many reasons may make it essential to analyze the working capital position of a business 
enterprise. One reason for analyzing the working capital is to see what will be found when 
financial statements are examined. A second reason is to enable management to detect trends 
and take corrective steps when the analysis indicates need for them. A third person is to see 
what changes have been taken place in the company over a period of time so that this 
knowledge may be used in setting guidelines. There are four important techniques for 
analyzing the working capital position of an enterprise. 
a) Ratio Analysis 
b) Fund Flow Analysis 
c) Cash Flow Analysis 
d) Trend Analysis 
 
(a) Ratio Analysis: It is commonly used technique for analyzing working capital 
management. Management can use ratio analysis of working capital as a means of checking 
upon the efficiency with which working capital is being used in a concern. It can be used 
with profit to measure the pulse of the working capital. It can help us to diagnose the working 
capital position of the enterprise. 
This technique is most commonly used because it practically deals with each and every 
aspect of working capital analysis. In this technique for each aspect of analysis, certain ratios 
are computed and then results are drawn based on trends shown by then against those fixed 
as guideposts. Various ratios are used in analyzing the various aspects of the working capital 
position of an enterprise. Ratio analysis is not only a technique to find out or point out the 
relationship between two figures but also points out the devices to measure the fundamental 
strengths or weakness of a concern. 
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Most important ratio of working capital management used in analyzing the various aspects of 
the working capital position of an enterprise 
(i)       Turnover of working capital (Net Sales divided by net working capital) 
(ii)      Current Ratio (Current assets divided by current liabilities)  
Quick Ratio (Quick ratio divided by Quick liabilities)  
Current debt to tangible net worth (Current liabilities divided by tangible net  worth) 
(b) Fund Flow Analysis: Fund flow analysis shows how funds have been procured for a 
business and how they have been employed. This technique helps to analyze changes in 
working capital components between two dates. The comparison of current assets and current 
liabilities as shown in the balance sheet at beginning and at the end of a specific period, 
shows changes in such types of current assets as well as the sources from which working 
capital has been obtained. It shows how funds have been procured for a business and how 
they have been employed. It is a useful tool for internal management in its control of working 
capital. 
"The statement of sources and applications of funds gives a clear answer to the questions of 
what has become of the net profit in such a situations. And also what has become of the 
funds obtained from all other sources."  
However, with the help of this technique we cannot know whether the working capital is 
being used most efficiently. It does not throw light on the significance of movements in the 
working capital structure. 
One objective of efficient working capital management is to minimize the amount of cash in 
hand. Minimizing the funds required means knowing when funds will be available and when 
funds will be needed. The funds flow can be managed so that the inflows and outflows nearly 
match. It is not sufficient that the final accounts shows a profit and the balance sheet points a 
rosy picture of financial health of an enterprises. All mis will look meaningless unless the 
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funds inflows and outflows are so regulated that at all times there is enough cash available to 
meet obligation as and when they mature. 
(c) Cash Flow Analysis: It is an important component of working capital because it is a form 
of liquid capital. It is very necessary for day-to-day operation. It is the important current 
asset, which affects business activities. Cash flow analysis is an important tool for cash flow 
planning. Cash is the focal point of working capital flows. 
A statement showing the variation in cash has to be prepared and is known as cash flow 
statement. It highlights the causes, which changes the cash position between two balance 
sheet dates. It depicts a penetrating review of cash movement and an operating cycle. It 
shows the flow of cash for a period. Hence, an analysis dealing with inflow and outflow of 
cash referred to as cash flow analysis. It shows the movement of cash in and out of the 
business by listing the source of cash receipts and the uses of cash. Sound working capital 
management requires maintenance of an adequate amount of cash. Controlling the 
investment in working capital begins with cash management. 
(d) Trend Analysis: Working capital trend analysis in an important technique of working 
capital management. Trend percentage constitutes an important tool of interpretative analysis 
of financial position of a company. 
It indicates die changes, which have been taking, place from time to time in individual items 
of current assets, current liabilities and net working based on some standard year and its 
effect on working capital position. It enables us to evaluate the upward and downward trend 
of current asset and current liabilities. 
These are usually measured from review of comparative balance sheets of a concern at the 
end of two accounting years and results are drawn based on trend shown by them. 
Trend analysis involves the calculation of percentage relationship that each statement item 
bears to the same items in the base year. Trend percentage discloses change in the financial 
and operating data between specific periods and makes it possible for the analyst to form an 
opinion as to whether favorable or unfavorable tendencies are reflected by data. 
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1.12 Meaning of Management of Working Capital 
"The goal of working capital management is to manage each of the firm's current assets and 
current liabilities in such a way that an acceptable level of net working capital is 
maintained." 
"Working capital management is concerned with all decisions and acts that influence the size 
and effectiveness of working capital." 
It is concerned with the determination of appropriate level of current asset and then efficient 
use as well as the choice of the financing mix for raising the current resources. 
"It is concerned with the problems that arise in attempting to manage the current assets; the 
current liabilities and the interrelationship exist between them." 
The term current asset refers to those assets, which in the ordinary course of business can be, 
or will be, turned into cash within one year without undergoing a diminution m value and 
without disturbing the operations of the firm. The major current assets are cash, marketable 
securities, accounts receivables and inventory, current liabilities are those liabilities which 
are intended at the inception to be paid in the ordinary course of business with in a year, out 
of current assets or earning of the concern. The basic current liabilities are accounts payable, 
bills payable, bank overdraft and outstanding expenses. 
The goal of working capital management is to manage the firm's current assets and current 
liabilities is such a way that a satisfactory level of working capital is maintained. This is so 
because if the firm cannot maintain a satisfactory level of working capital, it is likely to 
become insolvent and may even be forced into bankruptcy. The current assets should be large 
enough to cover its current liabilities in order to ensure a reasonable margin of safety. Each 
of current assets must be managed efficiently in order to maintain the liquidity of the firm 
while not keeping too high level of any one of them. Each of the current assets must be 
managed efficiently in order to maintain the liquidity of the firm while not keeping too high a 
level of any of them. Each of the short-term courses of the financing must be continuously 
managed to ensure mat they are obtained and used in the best possible way. 
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In simple term, working capital management may be defined as the management of current 
assets and sources of the financing. It can also be defined as that aspect of financial 
management, which is concerned with, the safeguarding, and controlling of the firm's current 
asset and the planning for sufficient funds to pay current bills." 
The interaction between current assets and current liabilities is therefore the main theme of 
the theory of working capital management. 
Working capital management is also known as current assets management because it requires 
much of the financial manager's time. "Working capital management usually is considered to 
involve the administration of current assets- namely, cash, marketable securities, receivables 
and inventories and the administration of current liabilities." 
Working capital management is an attempt to manage and control the current assets and the 
current liabilities in order to maximize profitability and proper liquidity in business. 
 
1.13 Principles of Working Capital Management 
(a) Principle of Risk Variation: The word "Risk" refers to the inability of a firm 
to maintain sufficient current asset to pay for its obligation. "If working capital 
varies relatively to fixed assets investment or sales, the amount to risk that a 
firm assumes also varies and the opportunity for gain or loss is increased." 
This principle assumes that a relation exists between the degree of risk that a firm assumes 
and the rate of return i.e. the more risk assumed, the greater is the opportunity for gain or 
loss. As the level of working capital relative to sales decreases the degree of risk increases. 
When the degree of risk increases, the opportunity of gain or loss also increases. Thus, if the 
level of working capital goes up, the amount of risk goes up and vices versa. The opportunity 
for gain or loss is likewise adversely affected. Depending upon their attitudes, the 
management changes the size of their working capital. A conservative management prefers to 
minimize risk by holding a higher level of working capital, while liberal management 
assumes greater risk by reducing this level. The goal of a management should, however be 
that level of working capital optimizes a firm's rate of return. This level is the point at which 
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the incremental loss associated with the decrease in working capital investment becomes 
greater than the incremental gain associated with that investment. 
(b) Principle of Equity Position: Capital should be invested in each component 
of working capital as long as the liquidity position of the firm increases. 
According to this principle the amount of working capital invested in each 
component should be adequately justified by a firm's equity position. Every 
rupee invested in working capital should contribute to the net worth of the firm. 
(c) Principle of Cost of Capital: The type of capital used to finance working 
capital directly affects the amount of risk that a firm assumes as well as the 
opportunity for gain or loss and cost of capital. This principle emphasizes that 
different sources of finance have different cost of capital.  It should be 
remembered that the cost of capital moves inversely with risk. Thus, additional 
risk capital results in decline in the cost of capital. 
(d) Principle of Circulation: In a genuine management of working capital, the 
cycle of working capital should be minimum. In other words, the circulation of 
working capital should take minimum time period. The shorter the time period 
of circulation, the more peculiar is the management of working capital. 
(e) Principle of Liquidity: In determination of firm's liquidity the proportion of 
net working capital and liquid funds plays a more important role than that of 
inventory. If there are assets like government securities, bonds, and debentures 
and share that known to be readily marketable they may be liquidated at a 
moment's notice when cash is needed. If these assets are not present in the 
business, the firm will stand in need of cash as it cannot obtain cash readily and 
the result will be mat the opportunity will go out of hand. In the same way it is 
also notable that when there is any excess of cash at any time, the firm can 
invest it in short term investment and maximize its profitability. It is also 
possible only when the liquidity is higher in working capital management. 
(f) Principle of Maturity of Payment: The greater the disparities between the 
maturities of firm's short term debt investment and its flow of internally 
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generated funds, me greater the risk and vices versa. A company should make 
every effort to relate maturity of payment to its flow of internally generated 
funds. There should be the least disparity between the maturities of a firm's 
short-term debt instrument and its flow of internally generated funds because 
greater risk is generated with greater disparity. A margin of safety should, 
however be provided for any short-term debt payment. 
(g) Principle of Adequacy: Firms, which manage adequate working capital, 
always earn higher profit than the firms, which fail to manage adequate 
working capital. Often most of firms have excess working capital and many 
times they have inadequate working capital. As a result of inadequate working 
capital to pay their obligation, they have to borrow at a higher rate of interest 
and the higher rate interest decreases the profitability of an enterprise. On the 
other hand, if there is excess working capital, automatically the profitability of 
the concern will be less than that of proper management of working capital. 
This principle expresses that a firm should have adequate working capital to 
obtain the higher rate of return on capital employed.  
Importance of Working Capital Management 
The aim of working capital management is to manage a firm's current assets e.g. debtors, 
receivables, cash in hand, cash at bank, stock etc. and firm's current liabilities viz. creditors, 
bills payable etc. in best possible manner. If it does not maintain it in good manner, it is 
likely to become insolvent and may also become bankrupt. The current assets should be large 
enough to cover current liabilities in order to ensure a reasonable margin of safety. Each of 
the current assets must be managed efficiently in order to maintain the liquidity of a concern 
while not keeping too high level of any one of them so that the cost increases. Each of short-
term sources of finance must be continuously manageable to ensure that they are obtained 
and used in the best possible way. 
Proper management of working capital is very important for the success of a concern. "It 
aims at protecting the purchasing power of assets and maximizing the return on investment."  
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The manner of management of current assets to a very large extent determines die success of 
a concern. Constant management is required to maintain appropriate levels in the various 
working capital accounts. Cash and financial budget aid to establishing proper proportion, 
sales expansion, dividend declaration, plant expansion, new product lines increased salaries 
and wages, rising price level etc. add strain on working capital maintenance. 
"There are many aspects of working capital management which make it an important 
function of the financial manager." It has been found that the largest portion of financial 
manager's time is utilized in the management of working capital. It is particularly very 
important for small firms to manage their current assets and current liabilities very carefully. 
"Failure of business is undoubtedly due to poor management and absence of management 
skill. Shortage of working capital, so often advanced as the main cause of failure of an 
industrial concern, is nothing but the clearest evidence of mismanagement of it which is so 
common." 
The management of working capital also helps the management in evaluating various 
existing or proposed financial constraints and financial offerings. All these factors clearly 
indicate the importance of working capital of an enterprise. It has been emphasized that a 
firm should maintain a sound working capital position and that there should be optimum 
investment in working capital. Thus, there is a great need to manage working capital 
adequately. Small firms may not have much investment in fixed assets, but they have to 
invest in current assets such as cash, debtors and inventories. Further, the role of current 
liabilities in financing current assets is far more significant in case of small firms, as unlike 
large firms, they face difficulties in raising long-term finances. 
There is great relationship between sales and working capital needs. As sales grow, a firm 
needs to invest more in inventories and book debts. These needs become very frequent and 
fast when sales grow continuously. Continuous growth in sales may also require additional 
investment in fixed assets but they do not indicate the same urgency as displayed by current 
assets. 
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It may, thus be concluded that all precautions should be taken for effective and efficient 
management of working capital. Failure of business is undoubtedly due to poor management 
and absence of management skill. 
In earning a reasonable rate of return, the functional complimentary, proportional and 
technical roles of working capital play a great part. Investment in working capital are 
relatively temporary in nature since the invested values are capable of being recovered within 
a short period of time depending upon the manufacturing cycle, as well as the collection 
cycles. In other words, it is the working capital, which after its transmutation into saleable 
products, actually generate revenue for business. Moreover, a low profit ratio can be geared 
to a high one by quickening the pace of working capital which besides providing the well 
spring for newer cycles will also increase die total realizable profit of a business enterprise. 
Adequate working capital provides the business a cushion against the adverse effects of a 
shrinkage in the value of current assets, insures to a great extent the maintenance of a 
company's credit standing and provides the meeting emergencies. 
A fully equipped individual enterprise without adequate supply of materials to process or 
without cash to pay for workers' wages and other current expenses or a store without 
merchandize to sell is virtually useless. Consequently, the working capital position of any 
enterprise may readily become the controlling factor in determining the scope and character 
of its operation. 
It plays technical role in maximization of the rate of return. An industrial concern can 
maximize its rate of return on the capital invested provided it keeps pace with the scientific 
and technological developments taking place in the field in which a concern operates. It is 
merely common abuse that as soon as some technological and scientific development takes 
place, an industrial concern in order to accelerate its profitability should immediately 
introduce the same in its productive processes. 
Management of working capital is also important for the success of a business. It has been 
emphasized that a business should maintain a sound working capital position and that there 
should not be an excessive level of investment in working capital. It has also been found that 
the largest portion of financial managers time is utilized in the management of working 
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capital like arranging term financing, negotiating favourable credit terms, controlling the 
movement of cash etc. On one hand, it maintains proper liquidity, while on other hand, it 
helps in increasing the profitability of the concern. If there is no liquidity, there cannot be 
good profitability. Profitability depends upon maximum utilization of all the components 
comprising working capital. If there is no proper planning of liquidity, a time may come 
when business may tend to drift towards liquidation. The amount of working capital funds 
reflects the solvency of business. The adequacy or inadequacy of working capital of a 
business is to be judged from the nature of business, its operating cycle, the working capital 
turnove etc. 
The working capital plays the same role in the business as the role of heart in the human 
body. Working capital funds are generated and circulated in the business just tike blood in 
the heart. This is because the working capital is known as the circulating capital. 
Working capital has also a technical role to play in the maximization of the rate of return on 
capital invested provided it keeps pace with scientific and technological development taking 
place in the field to which it pertains. 
The funds generated from the issue of shares, borrowings and from operations are used to 
pay creditors for material etc. The material are processed, wages and overhead expenses are 
paid, this makes available stock of finished goods by sale of which either debtor are created 
or cash is receivable, thus generating profit A portion of profit is utilized for payment of tax, 
interest dividends. This working capital cycles continues throughout the life of business. 
There should be a proper planning of liquidity. If there is no proper planning of liquidity a 
time may come when a business may tend to drift towards liquidation. The quantum of 
working capital funds reflects the solvency of the business but there is no single barometer to 
judge the efficiency of running a business. The adequacy or inadequacy of working capital in 
a business is to be judged from the nature of business, its operating cycle, the working capital 
turnover, the size of business and other factors. These factors influence the working capital 
needs of the business. The ratios may not be a guiding factor for all times to come in the life 
of a business. Management's attitude towards liquidity versus profitability is a vital 
contributing factor in assessing working capital requirements. 
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In a good management of working capital it is already decided that the funds are available for 
making payment for forthcoming obligation. When an enterprise makes payment of each 
obligation in time, its goodwill automatically increases. The efficiency increases by the good 
management of working capital. If die firm manages a good working capital flow, it can 
utilize more effectively the fixed assets. 
The following points throw ample light on the importance of working capital management. 
• Risk Minimization 
• Increase in good-will 
• Increase in efficiency 
• Increase in profitability 
• More productivity of fixed assets 
 
1.14 Conclusion: 
The conceptual and contextual analysis of working capital leaves the following conclusions 
for us: 
There are two concepts of working capital 'gross' and 'net'. According to the gross concept, 
working capital is die total of current assets. In turn of the net concept, working capital is die 
excess of current assets over current liabilities. Unless otherwise indicated it is the latter 
concept, which has been followed for the purpose of this study. This is because it permits a 
long run view of working capital of the enterprise selected for study. 
In earning a reasonable rate of return, the functional, complementary, proportional and 
technical role of working capital plays a great part. Besides, the presence of an adequate 
working capital also helps in maintaining an earning a good reputation in the business world. 
The analysis of working capital should concern itself with its circulation, liquidity level and 
the structural health. Preparing a fund flow statement or conducting various ratio tests can 
analyze the working capital position of a company. Of the two the latter is better and of 
greater importance since it deals with each and every aspects of the working capital analysis 
and is useful for both the internal as well as external management. 
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2.1 Introduction: 
India is the world's Second largest producer of cement after china, with cement companies 
adding nearly eight million tonnes(MT) capacity in April 2009, taking the total installed 
capacity to 219 MT. A few of the leading manufactures are the Ultra Tech/Grasim combine 
Dalmia Cements. India Cements, Holeim etc. With the boost given by the government to 
various infrastructure profits, road networks and housing facilities, growth in the cement 
consumption is anticipated in the coming years. 
Infrastructure is backbone of any economy which are Petroleum , Fertilizer, Iron, Steel, Coal-
Banking, Insurance, Power and Cement etc. The cement Industry is one of the core industry of 
the nation. Because cement is a fundamental requirements of all constructions activities. 
Cement is used in housing, bridges, roads, industrial construction etc. as well as cement is basic 
material which is used in all types of construction. 
In ancient time buildings were constructed with sand stone, bricks, lime, gypsum and in special 
case marbles were used for this purpose. The house of ordinary citizens was usually made of 
mud and that same times of special type of wood fire. In some cases lime and Pozzolana were 
used for getting beautiful finish for the interior surface. There were very skilled builders and 
masons who hate created excellent and beautiful building, temples and bathing Ghats thousand 
of years ago, still they are famous for their work and art. 
However, during 18th century slowly and gradually new types of material and cement developed 
in Europe. Jama frost patented cement in 1811 and established works at swanscomde, the first 
in the London district. However history says manufacture of cement of cement in 1824, Joseph 
Aspadin a British stone mason, obtain a patent for a cement Aspadin first patent is dated 21st 
October 1824, the patented on artificial made by calcinations of an argillaceous lime stone 
kwon as Part land cement because it resonabled a stone quarried on the isle of Portland near 
England with this investment Aspadin laid the foundation for today‟s Portland cement Industry. 
Cement is a powdered material with water forms a paste that hardens slowly. It is made by 
various types of raw materials. The prominent raw material composed in the mixture is calcium 
carbonates as limestone and other alumina silicates as clay or shale. During the sintering 
process chemical reaction takes place produces nodules called clinkers which consists. When 
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the clinker is pulverized with a small amount of gypsum as a reader, the resulting powder is 
called Portland cement. 
Cement is a main material for all types of construction works and it is widely used in 
construction from smallest building to largest structures like dams, bridge, irrigation works, 
industrial complex etc. In short it can be said that cement as well as steel are sinequa-non for 
that development of construction activities in the country. 
 
2.2 Definition of Cement: 
Cement is often confused with concrete. Cement is a finely ground, usually grey colored 
mineral powder. When mixed with water, cement acts as a glue to bind together the sand, gravel 
and crushed stone to from concrete the most widely used construction material in the world. 
Cement is a hydraulic made of finely ground nonmetallic, inorganic material, when mixed with 
water it forms a paste that sets and hardness by hydration which retains it‟s strength and 
stability even under water. 
Cement is produced by grinding and mixing of argillaceous and calcareous materials like clay 
and limestone and then burning the mix at very high temperature (approx 1450 C) for 
calcinations. 
The Calcined product is known as Clinker. The clinker is cooled and   small   quantity   of   
Gypsum   is   added   which   is   finally   grounded. 
 
2.3 Types of Cement: 
The types of cement in India have increased over the years with the advancement in research, 
development, and technology. The Indian cement industry is witnessing a boom as a result of 
which the production of different kinds of cement in India has also increased. 
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Ordinary Portland Cement (O.P.C.): 
This type of Cement is manufactured in form of different grades, the most common in India 
being Grade-53, Grade-43, and Grade-33. OPC is manufactured by burning siliceous materials 
like limestone at 1400 degree Celsius and thereafter grinding it with gypsum. 
OPC gives enough comprehensive strength after soaking in water for 3 days, 7 days and 28 
days. This is suitable for all types of modern civil engineering construction. 
Table 2.1 
Chemical Composition of Ordinary Portland Cement 
No. Particulars Chemical Formula Avg. % Range 
1 Lime Cao 63 62 to 67 
2 Silica Sio2 22 17 to 25 
3 Alumina Al2O3 05 3 to 8 
4 Calcium Sulphate CaSO4 03 3 to 4 
5 Iron Oxide Fe2O3 03 3 to 4 
6 Magnesia MgO 02 0.1 to 3 
7 Sulphur SO3 01 1 to 3 
8 Alkalies  01 0.2 to 1 
 Total  100  
(Source: Saurashtra cement ltd. technical division publication) 
 
Portland Pozzolona Cement (P.P.C): 
It is grayish in colour and made by grinding of lime stone and clay. Burning of lime stone and 
clay at very high temperature and cooling the resultant product is called clinker, grinding the 
clinker with of gypsum in ball mill to a finally ground powder. This is known as Portland 
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cement. This cement is produced by adding 10 to 25% pozzolanic materials to the OPC clinker 
then grinding together. 
Portland Pozzolana Cement is manufactured by blending pozzolanic materials, OPC clinker, 
and gypsum either grinding them together or separately. Today Portland Pozzolana Cement is 
widely in demand for industrial and residential buildings, roads, dams, and machine 
foundations. 
 
Special Cement: 
 
(a) Rapid hardening Cement: 
Rapid Hardening Portland Cement (RHPC) is a type of cement that is used for special 
purposes when a faster rate of early high strength is required. RHPC has a higher rate of 
strength development than the Normal Portland Cement.  
This type of Portland cement gives the desired strength in 3, 7 and 28 days if soaked in 
water. But sometimes cement is required high strength in 24 hours as is given by ordinary 
Portland Cement at 3 days. This type of cement is called rapid hardening cement or high 
early strength cement. This sets and hardens much quickly than ordinary Portland cement. 
(b) Low heat Cement: 
This type of cement is used for larger mass concrete works in dams, piers etc. It is necessary 
to have a much lower heat of hydration, so that chances of developing contraction cracks are 
minimized. This can be done either by adding some pozzolanic material and granulated 
blast furnace slage to the cement while grinding or by changing the chemical composition of 
the cement. 
(c) Hydrophobic Cement: 
It is obtained by adding water repellant firm forming substance such as Stearic Acid and 
Oleic Acid by grinding Portland Cement Clinker. 
This type of cement reduces wetting ability of cement grains. Hence it impact more time for 
mixing transporting compacting & finishing etc.  
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(d) White Cement: 
White Cement has registered growth in production and sale in India in the last few years. 
The white Cement sector has been growing at the rate of 11% per year. This has given the 
Indian cement industry a major boost. 
Portland cement is greish in colour. The colour is due to complex formed with iron oxide 
present in the cement. It the proportion of iron oxide in the cement is reduced to less than 
0.4%, the colour of the cement becomes white. Iron oxide present in cement raw mix helps 
in improving the burning conditions of cement clinker. White cement are generally used for 
decorative works only in view of its high cost. 
(e)   Sulphate Resistance Cement:- 
Sulphate Resisting Portland Cement (SRC) is type of Portland cement in which the quantity 
of tricalcium aluminate is less than 5% of C3A. It can be used for purposes wherever 
Portland Pozzolana Cement, Slag Cement, and Ordinary Portland Cement are used. 
The use of Portland Sulphate Resisting Cement has proved beneficial, particularly in 
conditions where there is a risk of damage to the concrete from Sulphate attack. The of 
SRPC is recommended in places where the concrete is in contact  with  the  soil,  ground   
water,  exposed   to  seacoast,   and sea water. In all these conditions, the concrete is exposed 
to attack from Sulphate that is present in excessive amounts, which damage the structure. 
This is the reason that the use of the SRPC have increased in India. 
(f) Quick Setting Cement: 
The percentage of gypsum added is reduced, which accelerate the setting action of this 
cement is very fast. This type of cement is used for the underwater construction where 
pumping is involved. 
 
(g) Oil Well Cement: 
Oil Well Cement as the name suggests, is used for the grouting of the oil wells, also known 
as the cementing of the oil wells. This is done for both, the off-shore and on-shore oil wells. 
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As the number of oil wells in India is increasing steadily, the sales of Oil Well Cement have 
also increased. This has boosted the Indian cement industry to a large extent. 
Oil well Cement is manufactured from the clinker of Portland cement and also from 
cements that have been hydraulically blended. Oil Well Cement can resist high pressure as 
well as very high temperatures. OWC sets very slowly because it has organic retarders 
which prevent it from setting too fast. 
(h) Clinker Cement: 
Clinker Cement has registered a growth over the last few years in India. The Indian cement 
industry is growing at a rapid pace and this has given a major boost to the production and 
sale of Clinker Cement in India.  
The cement industry in India is highly technologically intensive and as a result, the quantity 
of clinker cement that is produced in India is of a very high grade and is often considered 
among the best in the world. The production of Clinker Cement requires a lot of energy 
because it needs to be manufactured at the temperature of around 1400-1450 degree Celsius. 
 
2.4 Characteristics of Cement: 
 
There are two types of characteristics 
• Physical Characteristics 
• Chemical Characteristics 
 
(a)  Setting Time: 
The time interval for which the cement products remains in plastic condition is known as the 
setting time. The setting of cement can be understand through initial setting and final setting 
time. 
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(i) Initial Setting: 
The time elapsed between the moment that the water is added to the cement to that the 
paste starts loosing its plasticity.  
(ii) Final Setting: 
The time elapsed between the moment the water is added to the cement and time when 
the paste has completely lost it‟s plasticity and has attained sufficient firmness to resist 
certain definite pressure. 2 to 4% Gypsum is added during grinding of clinker to provide 
sufficient time for workability. If Gypsum is not added cement sets quickly. 
 As per   IS:  269,   8112,  12269,  1489. 
 Initial Setting: min. 30 minute. Final Setting: max. 600 minute. 
 (Source: Saurashtra cement Ltd.  Technical Division Publication) 
(b) Strength: 
Strength of cement is not measured on neat cement paste because of cement is carried out with 
standard sand cement mortar. It is very important characteristics of cement. Strength is 
measured after 3 days, 7days and 28 days for OPC in kg/cm2 or MPa. 
Table 2.2 
Strength of cement industry in days 
 IS:269:1989 IS:8112:1989 IS: 12269:1987 IS:1489:1991 
 Strength 
DAYS 33 G OPC 43 G OPC 53 G OPC PPC 
3 days 16 MPa 23 MPa 27 MPa 16 MPa 
7 days 22 MPa 33 MPa 37 MPa 22 MPa 
28 days 33 MPa 43 MPa 53 MPa 33 MPa 
1MPa = 1 Kg/cm2 
(Source: Saurashtra  cement  Ltd.  Technical Division Publication) 
 
 
  
51 
(c)  Soundness: 
 
It is an appreciable change of the volume and thereby loosing or even destroying of the 
hardened cement structure. It takes a long time to complete the process. 
Unsoundness in cement is due to the presence of excess lime which can be tested by Le 
Chatelier soundness test. If the magnesia content is more then 3% the cement is to be checked 
for soundness by Autoclave test. 
Excess Gypsum (more than 2 to 3%) will also cause the expansion and disruption of set cement 
structure. 
It can be due to excess of lime, excess magnesia, excess sulphate. 
As per IS: 269, 8112, 12269, 1489 
Autoclave Expansion: max. 0.8% for free magnesia content. 
Le Chatelier Expansion: max. 10 mm for free lime content. 
(d) Fineness: 
 
It is measure of how fine the cement is grounded. It show the surface area. It is important for 
setting and strength. Higher the fitness more strength and early setting achieved. 
As per IS: 269(OPC 33G) , 8112(OPC 43G), 12269(OPC 53G) 
Specified: Fineness >225 M2/ Kg. 
As per IS: 1489(PPC) 
Specified: Fineness >300 M2 /Kg. 
(Source:  Saurashtra Cement Ltd. Technical Division Publication) 
(e) Standard Consistency: 
It is measure of water required for 33 mm to 35 mm penetration of needle or plunger in Vicat 
apparatus. 
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It is require for all further test of cement i.e. setting test, soundness test, strength test. 
As per IS: 8112 standard consistency varies from 27 ± 2%. 
 
2.5 Inputs of Cement: 
The important inputs for the cement industry are:- 
• Lime stone 
• Coal 
• Power 
• Transportation 
 
(a) Lime Stone: 
Lime Stone is the basic raw material for producing cement. Approximately 1.50 tonnes of 
limestone are required for making one tonnes of cement. Cement grade lime stone should 
normally have a minimum of 44 percent of coal content. Generally limestone is available of an 
average size of about six inches and after feeding into the crusher its size is reduced into small 
chips of half an inch. 
(b) Coal: 
In the manufacture of cement coal is important input as it has a dual function. It is a fuel and 
raw material and accounts for about 25% of production cost. Cement industry consumes 
approximately 7% to 8% of the coal produced in our country. It is the forth largest user of coal 
after steel, power and railways. 
(c) Power: 
Cement is a power incentive industry. Production of one of cement requires 120 KW of power. 
Cement industry consumes about 64% of the total energy generated in the country. 
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(d) Transportation: 
Transportation influences cement production directly as both its input materials and output have 
to be transported to and from the plants. The main carrier is the railways. More than half of its 
produce and a good percentage of raw materials have to be moved by rail. About 70% cement 
traffic normally moves by rail as transportation beyond 220 kms. Is economical only by rail. 
In short lime stone, coal, power, transportation are important in the cement industry. 
 
2.6 Grades of cement: 
Grade of Cement indicates the minimum compressive strength at the age of 28 days in (MPa) as 
per the specification of Bureau of Indian Standard i.e. for 43 G OPC cement must give Min. 43 
MPa compressive strength. 
There are mainly three grade cement available in market i.e. 33G, 43G, 53G. It is observed and 
well recommended that the 43G OPC is very much suitable and sufficient for general 
construction work like brick work, plastering, RCC structures.   
53 Grade is mainly recommended to use for precast and prestressed civil works like grills, 
pipes, poles, railway slippers, hollow or soil bricks, concrete road. High early strength is 
achieved due to higher C3S content. It imparts high heat of hydration so careful & extensive 
curing after construction is required. 
Even it is fact that higher grade cement more C3S than C2S. 
C3S produces more heat and Ca(OH)2 (calcium Hydroxide) which is not desirable product in 
mass concrete because it is soluble in water   and   get   leached   out   of   concrete   making   concrete   
porous   and thus reduces the durability. 
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(1)    Reaction of c3s with water is as under: 
2(3CaO.SiO2) + 6H2O * 3CaO.2SiO2.3H2O + 3Ca (OH)2 2C3S + 6H ^ C3S2H3 + 3Ca (OH) 
(100) + (24) ^ (75) + (49) 
            (2)     Reaction of C2s with Water Is As Under: 
2(2CaO.SiO2) + 4H2O * 3CaO.2SiO2.3H2O + Ca (OH)2 2C2S + 4H - -> C3S2H3 + Ca (OH)2 
(100) + (21) - -> (99) + (22) 
As per the molecular formula it is evident the more C3S2H3 and less Ca (OH)2 is formed when C2S 
reacts with water. This is more desirable product which increases durability. The product of C3S 
will give more comprehensive strength but less quantity of final product as compared to C2S. 
 
2.7 Types of Manufacturing Process: 
There are three types widely used for manufacturing process of cement. 
 
WET PROCESS DRY PROCESS SEMI DRY PROCESS 
Wet grinding Dry grinding Dry grinding 
Slurry form Less Men power Moisture 
High Manpoer requirement More economical Costly 
More consumption of 
energy 
Less Consumption of 
Energy 
Less Costly 
Popular form More useful Outdated 
 
  
55 
Table 2.3 
Process Wise Capacity in Indian Cement Industry (%) 
Year Wet Process Dry Process Semi-Wet Process Total 
1950-51 97 0 3 100 
1960-60 94 1 5 100 
1970-71 69 22 9 100 
1980-81 61 33 6 100 
1990-91 17 81 2 100 
1991-92 16 82 2 100 
1992-93 16 82 2 100 
1993-94 12 86 2 100 
1994-95 12 86 2 100 
1995-96 11 87 2 100 
1996-97 9 89 2 100 
1997-98 7 91 2 100 
1998-99 7 91 2 100 
1999-00 5 93 2 100 
2000-01 4 94 2 100 
2001-02 4 94 2 100 
2002-03 4 94 2 100 
2003-04 3 95 2 100 
2004-05 3 96 1 100 
2005-06 3 96 1 100 
2006-07 2 97 1 100 
 
Wet Process: 
In wet process slurry is formed by adding water to the properly proportioned raw materials. The 
grinding and blending operation are then completed with the materials in slurry from. For an 
annual output of one million tonne of this process require 2500-4000 persons to be employed. 
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This process consumes more energy so this process is less economical and out dated now a day 
because of higher energy and man-power requirements.  
Dry Process: 
In dry process dry raw materials are ground dry and fed as a dry powder into the kilns. Wet 
process is replaced by this process all over the world because it is more economical than wet 
process for an annual out-put of one million tonne of cement this process requires only 650-800 
employees. 
Semi Dry Process: 
This process involves dry grinding of raw materials a then moistening these to form nodules 
before being brunt in the kiln.  
 
2.8 Manufacturing Process of Cement: 
The first step in the cement manufacturing process is obtaining raw material. Ggenerally raw 
materials consisting of combinations of lime stone, shell or chalk , clay, sand or iron ore. It is 
brought from mine near the plant. Once the raw material to arrive at the cement plant, the 
materials are proportioned to create a cement with a specific chemical composition. Powder is 
made by 85% lime stone, 13% clay and 2% latrite are crushed in raw mills. After the powder is 
sent in blending cello and mixed with the help of air pressure. After this it is stored in storage 
cell. 
(1) Kiln Feed: 
Crushed and mixed powder of lime stone, clay, iron ore and gypsum are fed into kiln. 
(2) Heat Treatment: 
 Kiln has three parts like printer, kiln and cooler. First of all whole, rotary, kiln is made 
of hot woods and with coal. 
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(3) Printer: 
When rotary kiln becomes properly hot and when it starts rotating properly powder is 
put into the printer. The temperature of printer is 850cc degree within half a minute this 
powder become 40% calcite. 
(4) Kiln: 
This powder with 40% calcite comes into kiln; powder is put according to the speed of 
kiln. If speed is more, more powder is put and it speed is less, less powder is put. In kiln 
material is brunt within 40 minutes. The temperature of brunt materials in kiln is 1350cc. 
(5) Cooler: 
 The brunt material from kiln comes into the cooler. In the cooler material becomes cool. 
In cooler temperature from 1350cc comes down to 100cc this cooling process takes half 
an hour which is sent to yard. Material which is sent to yard is black colored and called 
“CLINKER” which is in solid from clinker is cooled in yard for 3 to 4 days and then it 
is sent to mill for crushing. 
(6) Cement: 
Finally with crushed clinker, 3% to 4% gypsum is mixed according to requirement and 
mixed product obtained is “Cement”. 
 
2.9 Recommendation of Cement Industry: 
For the development of the cement industry „Working Group on Cement Industry‟ was 
constituted by the Planning Commission for the formulation of X Five Year Plan. The Working 
Group has projected a growth rate of 10% for the cement industry during the plan period and 
has projected creation of additional capacity of 40-62 million tones mainly through expansion 
of existing plants. The Working Group has identified following thrust areas for improving 
demand for cement; 
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(i) Further push to housing development programmes; 
(ii) Promotion of concrete Highways and roads; and 
(iii) Use of ready-mix concrete in large infrastructure projects. 
 
Further, in order to improve global competitiveness of the Indian Cement Industry, the 
Department of Industrial Policy & Promotion commissioned a study on the global 
competitiveness of the Indian Industry through an organization of international repute, viz. 
KPMG Consultancy Pvt. Ltd.  The report submitted by the organization has made several 
recommendations for making the Indian Cement Industry more competitive in the international 
market. The recommendations are under consideration. 
 
2.10 History of Cement Industry: 
In the 18th century a big effort started in Europe to understand some limes hydraulic properties 
are unknown. John Smeaton often referred to as “father of civil engineering in England” 
concentrated his work in this field. 
The French Engineer Louis Vicat, inspired by the work of Smeaton    and    Parker,    began    a    study    
of    hydraulic    limes    in    1812 (published in 1818 as “Recherché experiment ales sure les chaux 
de construction”. He reported that in the absence of naturally occurring argillaceous 
components in limestone, quality hydraulic limes could be prepared by the calcinations of fixed 
ratios of clay proportioned with quicklime. 
In 1818 an English patent was granted to Maurice Leger for “Improvement method of making 
lime”. 
In 1822, the production of “British Cement” had been started by James Frost at Swahscombe 
based on a patent for “a new cement or artificial stone”. 
The invention of Portland Cement is generally credited to Joseph Aspedin, an English 
Bricklayer in 1824. It involves a double kilning such as was described by Vicat. 
In 1838 a young chemical engineer, Isaac Johnson, burned the cement raw material at high 
temperature until the mass was nearly vitrified producing the modern Portland Cement. 
  
59 
In 1898 Atlas Portland cement company according to Lewis improved the design by using what 
is called a rotary kiln, this improvement was a big revolution in the cement industry because the 
new kiln could produce 200 cement barrels per day compared to a shaft kiln which produced 
only 40 to max 80 barrels per day; in addition to quick improvement in this new design 
regarding the mixing, grinding equipments for raw material, grinding equipments for coal, belt 
conveyor using mix kind of fuel such as natural gas (1904, Iola Portland cement, Iola Kansas). 
 
In 1899 Atlas  Cement  Company  improved  the  technology of the rotary Kiln and fuel economy 
by replacing fuel oil with powdered coal dust. Furthermore, modifications to the kiln were made 
by addition of two auxiliary clinker coolers, in which the first hot discharged clinker coolers. In 
which the first hot discharged clinker was received as it fell from the kiln and air flowing over it 
was heated and helped to ignite the coal dust in the rotary kiln. 
 
The new clinker produced from the new kiln technology was different than the old clinker 
especially from the setting time (much faster setting time). The French chemist Pierre Giron 
solved this problem by adding gypsum to the cement in order to control the setting time. 
After 1900 there was rapid growth in both rotary kiln and auxiliary equipment technology in the 
United States. Coal grinding mills were developed and coal burning in cement kilns became the 
predominant combustion process in the industry. All the equipments related to cement 
production crusher, raw mill, belt conveyors, bucked elevators were improved. 
Improvement in the following fields pertaining to cement manufacturing from material science 
technology has been an ongoing process for 200 years. 
  
60 
Table 2.4 
Cement Production in Month Wise 
CEMENT PRODUCTION 
MONTH 2008 2009 
JANUARY 147.97 161.29 
FEBRUARY 147.30 159.96 
MARCH 163.87 181.11 
APRIL 150.23 168.43 
MAY 148.92 167.01 
JUNE 146.72 165.86 
JULY 146.56 162.52 
AUGUST 131.61 155.20 
SEPTEMBER 138.93 148.30 
OCTOBER 147.58 155.80 
NOVEMBER 143.40 157.00 
DECEMBER 158.17 176.20 
(Source: CME) 
 
2.11 Cement Industry in India: 
 
Prior to Independence: 
The first endeavor to manufacture cement dates back to 1889 when a Calcutta based company 
endeavored to manufacture cement from Argillaceous (kankar). 
But the first endeavor to manufacture cement in an organized way commenced in Madras. 
South India Industries Limited began manufacture of Portland cement in 1904. But the effort 
did not succeed and the company had to halt production. 
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Finally it was in 1914 that the first licensed cement manufacturing unit was set up by India 
Cement Company Ltd at Porbander, Gujarat with an available capacity of 10,000 tonnes and 
production of 1,000 installed. The First World War gave the impetus to the cement industry still 
in its initial stages. The following decade saw tremendous progress in terms of manufacturing 
units, installed capacity and production. This phase is also referred as the nascent stage of India 
Cement Industry. 
During the earlier years, production of cement exceeded the demand. Society had a biased 
opinion against the cement manufactured in India, which further led to reduction in demand. 
The government intervened by giving protection to the Industry and by encouraging 
cooperation among the manufacturers. 
In 1927, the Concrete Association of India was formed with the twin goals of creating a positive 
awareness among the public of the utility of cement and to propagate cement consumption. 
After Independence: 
The growth rate of cement was slow the period after independence due to various factors like 
low prices, slow in additional capacity and rising cost. The government intervened several times 
to boost the industry increasing prices and providing financial incentives. But it had little 
impact on the industry. 
In 1956, the price and distribution control system was set up to ensure fair prices for both the 
manufacturers and consumers across the country and to reduce regional imbalances and reach 
self sufficiency. 
Period of Restriction (1969-1982): 
The cement industry in India was severely restrained by the government during this period. 
Government hold over the industry was through both direct and indirect means. Government 
intervened directly by exercising authority over production, capacity and distribution of cement 
and it intervened indirectly through price control. 
In 1977 the government authorized higher prices for cement manufactured by new units or 
through capacity increase in existing units. But still the growth rate was below par. 
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In 1979 the government introduced a three tier price system. Prices were different for cement 
produced in low, medium and high cost plants. 
However the price control did not have the desired effect. Rise in input cost, reduced profit 
margins meant the manufactures could not allocated funds for increase in capacity. 
Partial Control (1982-1989): 
To give impetus to the cement industry, the Government of India introduced a quota system in 
1982. A quota of 66.60% was imposed for sales to Government and small real estate developers. 
For new units and sick units a lower quota at 50% was effected the remaining 33.40% was 
allowed to be sold in the open market. 
After changes had a desired effect on the industry. Profitability of the manufacturers increased 
substantially, but the rising inputs cost was a cause for concern. 
After Liberalization: 
In 1989 the cement industry was given complete freedom, to gear it up to meet the challenges of 
free market competition due to the impending policy of liberalization. In 1991 the industry was 
de licensed. 
This resulted in an accelerated growth for the industry and availability of state of the art 
technology for modernization. Most of the major players invested heavily for capacity 
expansion. 
To maximize the opportunity available in the form of global markets, the industry laid greater 
focus on exports. The role of the government has been extremely crucial in the growth of the 
industry. 
Future Trends: 
• The cement industry expected to grow steadily in 2009-2010 and increase capacity 
by another 50 million tons in spite of the recession and decrease in demand from the 
housing sector. 
• The industry experts project the sector to grow by 9 to 10% for the current financial 
year provided India‟s GDP grows at 7%. 
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• India ranks second in cement production after China. 
• The   major   Indian   cement   companies   are   Associated   Cement Company Ltd 
(ACC), Grasim Industries Ltd. Ambuja Cements Ltd. J. K cement Ltd and Madras 
Cement Ltd. 
• The major players have all made investments to increase the production capacity 
which leads to a positive outlook for the industry. 
• The housing sector accounts for 50% of the demand for cement and this trend is 
expected to continue in the near future. 
 
2.12 Structure of the Industry: 
The characteristics of the Indian cement industry need to be discussed to understand its 
structure better. Firstly, it is a combination of mini (more than 300 units) and large capacity 
cement plants, where majority of the production of cement (94%) in the country is by large 
plants (Rotary Kiln) needs high capacity, huge deposits of lime stone in   its   vicinity,   high   
capital   investment   and   long   gestation   period. 
Hence mini cement plants based on Vertical Shaft Kiln technology, suiting the small deposits of 
limestone are becoming popular. Also they create less environmental pollution. Against the 
requirement of Rs. 3500 per tonne of capacity of large plants, capital costs for mini-cement 
plants come to about Rs. 1,400 to Rs. 1,600 per tonne (ICRA 2006). 
The viability of the location plays a major role in the economics of cement manufacturing. One 
of the other defining features of the Indian cement industry is that the location of limestone 
reserve in select States has resulted in it‟s evolving in the form of clusters. The proximity of 
coal deposits constitutes another important factor in cement manufacturing. Since cement is a 
high bulk and low value commodity, competition is also localized because the cost of 
transportation of cement to distant markets often results in the product being   uncompetitive   in   
those   markets.   There   are   at   present   seven clusters, where Satna (Madhya Pradesh) cluster is 
the leader in capacity as well as production (CMA 2007). Others are Chandrapur (North Andhra 
Pradesh and Maharashtra).Gulbarga (North Karnataka and East AP), Chanderia (South 
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Rajasthan, Jawad and Neemuch in MP), Bilaspur (Chattisgarh), Yerraguntla (South AP), and 
Nalgonda (Central AP). 
Traditionally, cement has been a heavily taxed sector with both the central and the state 
governments levying the taxes which amount to around 30% of the selling price of cement or 
around 70% of the ex-factory price (excluding local transport and dealer margins) (ICRA 2006). 
The major taxes levies comprise central excise duty; sales tax levied by the respective stage 
governments; royalty and cess on limestone and coal; and, duties on power tariff. The excise 
duty rates on cement are on specific basis, as against ad valorem rates on most products. 
The cement industry is energy intensive and thus power costs form the most critical cost 
component in cement manufacturing, of about 35% to total cost of production. The issues here 
is the technology used (dry versus wet process), fuel efficiency (efficient use of coal/lignite/any 
other material used for burning) and power efficiency (power availability, use of alternative 
fuels, unit power consumption, cost and availability of captive power).The scope for cost 
reduction through better energy efficiency may now be limited for better performing companies 
since they have already reached the best feasible levels. One more characteristic of the industry 
comes from  it  being   capital  intensive.  Since  the  capital  intensity  of  a  new cement project is 
high, access to capital has become a significant entry barrier. The cost of a new cement plant can 
be equivalent to about 3 years of revenue (WBCSD 2002). 
Another distinguishing characteristic comes from it being cyclical in nature as the market and 
consumption is closely linked to the economic and climatic cycles. In India, cement production 
normally peaks is the month of March while it is at its lowest in the month of August and 
September. The cyclical nature of this industry has meant that only large players are able to 
withstand the downturn in demand due to their economies of scale, operational efficiencies, 
centrally controlled distribution systems and geographical diversification.Lastly,it is worth 
mentioning that cement industry has a significant role in the climate change debate and issue of 
sustainable development. The cement industry produces 5% of global man-made carbon 
dioxide, a major gas contributing to climate change (WBCSD 2005). In short, the main 
environmental challenges facing the cement manufacturing industry are (Environment Agency 
2005), releases to air of oxides of nitrogen, sulphur dioxide, particulates and carbon dioxide, use 
of resources, especially primary raw materials and fossil fuel and generation of waste. 
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2.13 Performance of Cement Industry: 
 
Capacity and Production: 
 
Table 2.5 
Plan Period Wise Plan Capacity, 
Production Capacity, Utilization (%) 
Plan Year Plan Capacity(M.T.) 
Production 
Capacity(M.T.) Utilisation (%) 
Pre-Plan Period 1950-51 3.28 2.20 67 
1st  Plan 1955-56 5.02 4.60 92 
2nd Plan 1960-61 9.30 7.97 86 
3rd Plan 1965-66 12.00 10.97 91 
4th Plan 1973-74 19.76 14.66 74 
5th Plan 1978-79 22.58 19.42 86 
6th Plan 1984-85 42.00 30.13 72 
7th Plan 1989-90 61.37 45.42 74 
8th Plan 1996-97 105.26 76.22 72 
9th Plan 2001-02 145.99 106.90 73 
10th Plan 2006-07 177.83 161.66 91 
11th Plan 2011-12 298 269 90 
(source: CMA) 
 
The cement industry comprises of 142 large cement plants with an installed capacity of 222.61 
million tonnes and more than 365 mini cement plants with an estimated capacity of 11.10 
million tonnes per annum.  
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Table – 2.6 
Basic Information about Indian Cement Industry 
as on 31st March, 2010 
 
Statistics - Large cement plants 
Cement Plants (Nos.) 142 
Installed Capacity (Mn. t.) 222.61 
Cement Production (Mn. t.) 2009-10 160.75 
Plants with Capacity of Million tonnes and above (Nos.) 94 
Manpower Employed (Nos.) Approx. (One Mn.T cement generates 
downstream employment to 50,000 persons) 
1,20,000 
Turnover in 2009 (Mn. US$) around 17,500 
Statistics - Mini & White Cement Plants 
Cement Plants (Nos.) Approx. 365 
Installed Capacity (Mn. t.) 11.10 
Cement Production (Mn. t.) 2009-10 6.00 
India in Globe 
Produces about 7 percent of the world production. 
Per capita cement consumption is 156 kg (2008) as against world average of 396 
kg. (2006). 
Cement technology and production cost comparable with the best in the world. 
Exports 
To over 30 countries 
High Govt. levies and inadequate infrastructure facilities at ports and border points 
make Indian cement uncompetitive in the global market. 
(Source: Cement Manufacturer Association websites) 
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Table – 2.7 
Trend in Primary Performance Indicators of Indian Cement Industry 
Year Installed Capacity 
( Million Tonne) 
Production 
(Million Tonne) 
Capacity 
Utillization (%) 
Export (Lakh 
Tonne) 
Per Capita 
Consumption (Kg.) 
1970-71 17.61 14.40 81.77 1.78 26 
1971-72 19.56 15.10 77.20 2.66 28 
1972-73 19.76 15.60 78.95 2.08 28 
1973-74 19.76 14.70 74.39 2.05 26 
1974-75 20.06 14.80 73.78 1.32 24 
1975-76 21.16 17.30 81.76 3.36 26 
1976-77 21.46 18.80 87.60 7.25 29 
1977-78 21.91 19.40 88.54 8.27 29 
1978-79 22.56 19.42 86.08 0.66 32 
1979-80 24.29 17.60 72.46 0.50 30 
1980-81 27.92 18.66 66.83 0.74 30 
1981-82 29.26 21.10 72.11 0.26 32 
1982-83 34.39 23.30 67.75 0.05 32 
1983-84 37.04 27.00 72.89 0.06 36 
1984-85 42.00 30.13 71.74 0.29 44 
1985-86 44.39 33.13 74.63 0.47 39 
1986-87 54.40 36.40 66.91 0.48 44 
1987-88 57.47 39.37 68.51 0.00 47 
1988-89 58.97 44.08 74.75 0.31 51 
1989-90 61.55 45.41 73.78 1.43 54 
1990-91 63.96 48.76 76.24 2.54 57 
1991-92 66.56 53.61 80.54 2.88 63 
1992-93 70.09 53.72 76.64 6.65 61 
1993-94 76.88 57.96 75.39 19.87 62 
1994-95 82.69 62.35 75.40 16.95 65 
1995-96 97.25 69.57 71.54 15.70 78 
1996-97 105.25 76.22 72.42 19.70 78 
1997-98 109.30 83.16 76.08 26.80 82 
1998-99 118.97 87.91 73.89 20.60 85 
1999-00 119.10 100.45 84.34 19.50 97 
2000-01 130.40 97.61 74.85 31.50 99 
2001-02 146.13 108.40 74.18 33.80 97 
2002-03 151.17 116.35 76.97 34.70 106 
2003-04 157.48 123.50 78.42 33.63 110 
2004-05 164.69 133.57 81.10 40.71 115 
2005-06 160.24 141.81 88.50 60.07 125 
2006-07 165.22 155.31 94.00 58.70 136 
2007-08 182.94 168.31 92.00 65.20 142 
2008-09 202.41 165.97 82.00 69.38 150 
2009-10 222.61 160.75 72.21 75.41 156 
  ( Source : CMA Publication)
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It can be seen from the above analysis that the performance of primary indicators in the Indian 
cement industry has been very impressive during the years 1970-71 to 2006-07. 
The annual compound growth rates of the industry has been good in the overall period, showing 
better performance in the decontrol period than in the control period, which is evident from 
under the table. The only exception to this being installed capacity growth rate, which was 
slightly higher in the control period leading to oversupply in the industry. 
Table 2.8 
Aggregate Primary Performance Indicators (%) 
Indicators Total Periods   
(1970-71 To 2006-07) 
Controld Period     
(1970-71 To 1987-88) 
Decontrol Period 
(1988-89 To 2006-07) 
Installed Capacity 7.28 7.47 7.09 
Production 7.39 6.69 809 
Capacity Utilization 0.10 -0.73 35.38 
Per Capita Consumption 5.15 1.11 9.35 
(Source: Comparison of ACGR (%) in Primary Performance Indicators) 
Demand:- 
The growth of cement industry largely depends on the macro economic fundamentals 
like growth rate of GDP and the index of industrial production. This is because; increased 
spending on infrastructure projects will leads to increase in GDP. And any increase in the same 
will translate into demand for cement 
Table 2.9 
Projected Cement Demand (Mt/Annum) 
YEAR GDP total GDP industry GDP construction Average 
2001 103.0 107.6 106.2 105.6 
2006 139.5 148.7 150.8 146.3 
2011 186.9 204.2 210.4 200.5 
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2.14 Strength and Problems of Cement Industry: 
 
Strength: 
The following are the inherent and acquired strength of the cement industry. 
1. Cement is basic and strategic industry to build the infrastructure of Indian economy. 
2. Cement is an important for the housing construction that generates maximum 
employment in the economy. 
3. Cement industry contributes the exports and give the profit of foreign exchange to 
country. 
4. For cement industry special rural infrastructure and housing schemes as well as five year 
tax holding on income from investment in modern infrastructure such as roads air 
consumption in medium term. 
5. Cement industry contributes in tax excise duties by which income of government is 
increased. 
6. Cement is a self-sufficient industry with negligible imports. 
7. Cement has no substitute. 
8. Fundamental technological progress in the cement industry has been insignificant since, 
more than 30 years. Main improvements on existing technology are concentrate in energy 
saving and distribution of cement bulk transportation. 
 
Problems of Cement Industry: 
The following are main problems of the cement industry. 
 
1. Inadequate production: 
The main factors responsible for shortfall in production are: 
1. Drastic power cuts ranging from 20 to 75% in various cement producing states. 
2. Shortage of coal. 
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3. Inadequate availability of Wagons. 
4. Limited availability if furnace oil. 
2. Manufacturing cost problems: 
The major inputs for cement industry are lime-stone, coal, power, and gypsum cement is a high 
cost industry as a result. Cement has become frightening expensive costs, both manufacturing 
and non-manufacturing have gone up. It is difficult to control cost. 
3. Operational Inefficiency: 
Operational inefficiency affects the cost of production operational inefficiency can be affected 
by the internal factors as well as external factors of the company. 
4. Cost Escalation and rigid price: 
In the case of all other industries, there was rise in the cost of production of cement. But the 
special point in the case of cement industry was that some of the major cost rises were due to 
the government policies. The shortage of wagons for the movement of cement was always a 
serious. 
5. Government policies Rules   and Regulation: 
The various policies rules and regulations of the central and state government not only 
encourage the industry but have also adversely affected the industry. The various steps taken by 
government viz., administrated prices of inputs, like in the excise duty  increase   in    railway fright, 
low off  take by government reduction in loading capacity of trucks, compulsory jute bag 
packaging high electricity duty, sales tax, power tariff etc. adversely affects the industry. 
 
6. Infrastructural problems: 
The cement industry is facing various problems but lack if infrastructure facility is one 
of the main problems faced by the industry infrastructural facility means the facility of 
availability of adequate quantity and quality of coal railway wagons regularity of power supply, 
sea-port, bridges, roads and canals, which is of vital importance for optimizing capacity 
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utilization in cement industry because the cement plants are located nearer to the lime stone 
deposit area, which are not properly connected with rail road, power and communication 
services which affect to the cement industry. 
7. Administration problem: 
Administration problem include the workers problem selling and distribution of cement 
problem etc. 
8. Other problem: 
Other problems included the pollution problem, location problem, low export, under develop 
rural market etc 
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3.1 Introduction 
The developing economies are generally faced with the problems of inefficient utilization of 
resources available to them. Capital is the scare productive resource in such economies and 
proper utilization of resource promotes the rate of growth, cuts down the cost of production, and 
above all beefs up the efficiency of the productive system. Hence, the purposeful harnessing of 
capital is of paramount importance in any development policy of economies. 
 
The total capital of a company comprises of fixed capital and working capital. The emphasis has 
ever been on the growth and efficiency of fixed capital. The management of working capital has 
often been neglected, resulting in sub-optimal utilization of not only working capital but also 
fixed capital. Management of working capital in a given enterprise has profitability and liquidity 
implications. Working capital represented by current assets, constitutes a dominant and 
controllable segment of investment, particularly in manufacturing enterprises, and efforts to 
prune it or optimize its size must promptly enhance the profitability. These efforts would 
simultaneously activate the flow of funds through the enterprise by focusing on dormant 
inventories and overdue outstanding and by curbing the long established tendency of funds to 
stagnate at different stages in the enterprise operations. Thus working capital offers a common 
front for profitability and liquidity management.  
 
Importance of working capital can further be judged from the fact that many a time the main 
cause of the failure of a business enterprise has been found to be the shortage of current assets 
and their mishandling. Inadequate working capital is a serious handicap in the business. Whereas 
fixed capital investment generates production capacity, working capital makes the utilization of 
that capacity possible. Competent administration of current assets solves the problem of 
underutilization of capacities. 
 
Cement industry, which has been signed out from investigation in the present study, is indeed the 
backbone of economic growth in any country. A thick relationship has been found between the 
level of economic growth and the quantum of cement consumption in developed as well 
developing countries. Cement industry, through its forward linkages provides the maximum 
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stimulus to growth in other industry also. One employee in cement manufacturing activity 
supports eight to ten persons in related activities.  
In India, since independence, great emphasis has been laid on the development of cement 
industry. It is one of the key basic industries in India. It plays dominant role in the national 
economy. Cement industry ranks second after the Iron and steel industry. Cement is 
indispensable in building and construction works. The production and consumption of cement, to 
a large extent, indicates a country’s progress. The development of transport, infrastructure, 
irrigation and power projects etc. depends to a very large extent on the availability of the cement. 
The per capita consumption level of cement is regarded as one of the indicators of development 
and standard of living in a nation. 
 
Keeping in mind the above importance of the cement industry in the economic development, it is 
required to do an in-depth study of the problems faced by the industry especially in the area of 
working capital management. The study aims to analyse the working capital issues like cash 
management, inventory management, receivable management and liquidity and profitability 
aspects of the working capital management. It also analyse the various sources of working 
capital finance. 
 
3.2 Review of Existing literature 
 
Working capital management is a very important component of corporate finance because it 
directly affects the liquidity and profitability of the company. It deals with current assets and 
current liabilities. Working capital management is important due to many reasons. For one thing, 
the current assets of a typical manufacturing firm accounts for over half of its total assets. For a 
distribution company, they account for even more. Excessive levels of current assets can easily 
result in a firm’s realizing a substandard return on investment. However firms with too few 
current assets may incur shortages and difficulties in maintaining smooth operations (Horne and 
Wachowicz, 2000). Efficient working capital management involves planning and controlling 
current assets and current liabilities in a manner that eliminates the risk of inability to meet due 
short term obligations on the one hand and avoid excessive investment in these assets on the 
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other hand (Eljelly, 2004). Many surveys have indicated that managers spend considerable time 
on day-to-day problems that involve working capital decisions. One reason for this is that current 
assets are short-lived investments that are continually being converted into other asset types (Rao 
1989). With regard to current liabilities, the firm is responsible for paying these obligations on a 
timely basis. Liquidity for the on going firm is not reliant on the liquidation value of its assets, 
but rather on the operating cash flows generated by those assets (Soenen, 1993). Taken together, 
decisions on the level of different working capital components become frequent, repetitive, and 
time consuming. Working Capital Management is a very sensitive area in the field of financial 
management (Joshi, 1994). It involves the decision of the amount and composition of current 
assets and the financing of these assets. Current assets include all those assets that in the normal 
course of business return to the form of cash within a short period of time, ordinarily within a 
year and such temporary investment as may be readily converted into cash upon need. The 
Working Capital Management of a firm in part affects its profitability. 
The ultimate objective of any firm is to maximize the profit. But, preserving liquidity of the firm 
is an important objective too. The problem is that increasing profits at the cost of liquidity can 
bring serious problems to the firm. Therefore, there must be a trade off between these two 
objectives of the firms. One objective should not be at cost of the other because both have their 
importance. If we do not care about profit, we can not survive for a longer period. On the other 
hand, if we do not care about liquidity, we may face the problem of insolvency or bankruptcy. 
For these reasons working capital management should be given proper consideration and will 
ultimately affect the profitability of the firm. 
Firms may have an optimal level of working capital that maximizes their value. Large inventory 
and a generous trade credit policy may lead to high sales. Larger inventory reduces the risk of a 
stock-out. Trade credit may stimulate sales because it allows customers to assess product quality 
before paying (Long, Maltiz and Ravid, 1993, and Deloof and Jegers, 1996). Another component 
of working capital is accounts payable. Delaying payments to suppliers allows a firm to assess 
the quality of bought products, and can be an inexpensive and flexible source of financing for the 
firm. On the other hand, late payment of invoices can be very costly if the firm is offered a 
discount for early payment. A popular measure of Working Capital Management (WCM) is the 
cash conversion cycle, i.e. the time lag between the expenditure for the purchases of raw 
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materials and the collection of sales of finished goods. The longer this time lag, the larger the 
investment in working capital (Deloof 2003). A longer cash conversion cycle might increase 
profitability because it leads to higher sales. However, corporate profitability might also decrease 
with the cash conversion cycle, if the costs of higher investment in working capital rise faster 
than the benefits of holding more inventories and/or granting more trade credit to customers.  
Many researchers have studied working capital from different views and in different 
environments. The following ones were very interesting and useful for our research: 
(Eljelly, 2004) elucidated that efficient liquidity management involves planning and controlling 
current assets and current liabilities in such a manner that eliminates the risk of inability to meet 
due short-term obligations and avoids excessive investment in these assets. The relation between 
profitability and liquidity was examined, as measured by current ratio and cash gap (cash 
conversion cycle) on a sample of joint stock companies in Saudi Arabia using correlation and 
regression analysis. The study found that the cash conversion cycle was of more importance as a 
measure of liquidity than the current ratio that affects profitability. The size variable was found 
to have significant effect on profitability at the industry level. The results were stable and had 
important implications for liquidity management in various Saudi companies. First, it was clear 
that there was a negative relationship between profitability and liquidity indicators such as 
current ratio and cash gap in the Saudi sample examined. Second, the study also revealed that 
there was great variation among industries with respect to the significant measure of liquidity. 
(Deloof, 2003) discussed that most firms had a large amount of cash invested in working capital. 
It can therefore be expected that the way in which working capital is managed will have a 
significant impact on profitability of those firms. Using correlation and regression tests he found 
a significant negative relationship between gross operating income and the number of days 
accounts receivable, inventories and accounts payable of Belgian firms. On basis of these results 
he suggested that managers could create value for their shareholders by reducing the number of 
days’ accounts receivable and inventories to a reasonable minimum. The negative relationship 
between accounts payable and profitability is consistent with the view that less profitable firms 
wait longer to pay their bills. 
  77 
(Ghosh and Maji, 2003) in this paper made an attempt to examine the efficiency of working 
capital management of the Indian cement companies during 1992 – 1993 to 2001 – 2002. For 
measuring the efficiency of working capital management, performance, utilization, and overall 
efficiency indices were calculated instead of using some common working capital management 
ratios. Setting industry norms as target-efficiency levels of the individual firms, this paper also 
tested the speed of achieving that target level of efficiency by an individual firm during the 
period of study. Findings of the study indicated that the Indian Cement Industry as a whole did 
not perform remarkably well during this period. 
(Shin and Soenen, 1998) highlighted that efficient Working Capital Management (WCM) was 
very important for creating value for the shareholders. The way working capital was managed 
had a significant impact on both profitability and liquidity. The relationship between the length 
of Net Trading Cycle, corporate profitability and risk adjusted stock return was examined using 
correlation and regression analysis, by industry and capital intensity. They found a strong 
negative relationship between lengths of the firm’s net-trading Cycle and its profitability. In 
addition, shorter net trade cycles were associated with higher risk adjusted stock returns. 
(Smith and Begemann 1997) emphasized that those who promoted working capital theory shared 
that profitability and liquidity comprised the salient goals of working capital management. The 
problem arose because the maximization of the firm's returns could seriously threaten its 
liquidity, and the pursuit of liquidity had a tendency to dilute returns. This article evaluated the 
association between traditional and alternative working capital measures and return on 
investment (ROI), specifically in industrial firms listed on the Johannesburg Stock Exchange 
(JSE). The problem under investigation was to establish whether the more recently developed 
alternative working capital concepts showed improved association with return on investment to 
that of traditional working capital ratios or not. Results indicated that there were no significant 
differences amongst the years with respect to the independent variables. The results of their 
stepwise regression corroborated that total current liabilities divided by funds flow accounted for 
most of the variability in Return on Investment (ROI). The statistical test results showed that a 
traditional working capital leverage ratio, current liabilities divided by funds flow, displayed the 
greatest associations with return on investment. Well-known liquidity concepts such as the 
current and quick ratios registered insignificant associations whilst only one of the newer 
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working capital concepts, the comprehensive liquidity index, indicated significant associations 
with return on investment. 
All the above studies provide us a solid base and give us idea regarding working capital 
management and its components. They also give us the results and conclusions of those 
researches already conducted on the same area for different countries and environment from 
different aspects. On basis of these researches done in different countries, we have developed our 
own methodology for research. 
This discussion of the importance of working capital management, its different components and 
its effects on profitability leads us to the problem statement which we will be analyzing. 
The problem statement to be analyzed in this study is: 
 “A Study of Working Capital Management in Cement Industry in India” 
To analyze this problem statement, we have developed objectives of our research, which will 
hopefully contribute towards a very important aspect of financial management known as working 
capital management. It is almost untouched in India or very little research has been done in this 
area. 
 
3.3 Objectives of the Study: 
1. To analyse and evaluate working capital management with respect to trade off between 
liquidity and profitability 
2. To study the various factors affecting working capital requirements in cement industry 
3. To assess the relative significance of various sources of financing of working capital 
4. To analyse relative asset liquidity and relative finance liquidity in cement industry 
5. To analyse and evaluate inventory management techniques and performance 
6. To evaluate the management of receivables with respect to credit policy, credit terms 
and collection policy 
7. To analyse and evaluate the techniques and strategies of cash management 
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8. To assess the relative significance of marketable securities where surplus cash can be 
invested 
9. To suggest, on the basis of conclusion, innovations in the management of working 
capital in cement companies in India. 
 
3.4 Hypothesis: 
 
1. Current Ratio of cement companies does not differ significantly among the years. 
2. Current Ratio does not differ significantly among the various cement companies over 
the years. 
3. Quick Ratio of cement companies does not differ significantly among the years. 
4. Quick Ratio does not differ significantly among the various cement companies over the 
years. 
5. Gross Working Capital Turnover Ratio of cement companies does not differ 
significantly among the years. 
6. Gross Working Capital Turnover Ratio does not differ significantly among the various 
cement companies over the years. 
7. Net Working Capital Turnover Ratio of cement companies does not differ significantly 
among the years. 
8. Net Working Capital Turnover Ratio does not differ significantly among the various 
cement companies over the years. 
9. Inventory Turnover Ratio of cement companies does not differ significantly among the 
years. 
10. Inventory Turnover Ratio does not differ significantly among the various cement 
companies over the years. 
11. Debtors Turnover Ratio of cement companies does not differ significantly among the 
years. 
12. Debtors Turnover Ratio does not differ significantly among the various cement 
companies over the years. 
13. Cash Turnover Ratio of cement companies does not differ significantly among the 
years. 
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Cash Turnover Ratio does not differ significantly among the various cement companies over the 
years. 
 
3.5 Research Methodology 
The detailed research methodology is narrated in the following paragraphs: 
Data source: 
The study is mainly based on secondary data and primary data are collected as per requirements 
of the study through questionnaire and discussion with concerned company’s finance and 
accounts executives.  
 
Secondary data is taken from CMIE, Prowess Database and published annual reports of the 
cement companies. In addition to that, financial literature and published articles on the related 
aspects also considered. The secondary data is basically for financial analysis purpose. Various 
publications of “Cement Manufacturers’ Association”, National Council for Cement and 
Building Material, World Cement and Stock Exchange Official Directory are used for this 
purpose. Other information related to the industry are collected from the Economic Times, 
Financial Express, Business Standard, RBI Bulletin, other periodicals, journals and other various 
documents of the companies. 
 
Research Approach and Tools of Analysis: 
 
The research approach is descriptive observational research. The observed secondary data is used 
for financial analysis purpose. In the course of analysis, use of various accounting and statistical 
techniques have been made. Accounting techniques include ratio analysis, trend analysis and 
common size statements while among statistical techniques the arithmetical mean, standard 
deviation, coefficient of variation, maximum, minimum, simple and average growth rates, co-
relation coefficient, coefficient of determination and liner regression equations have been 
applied. The use of all these techniques at different places have been made in the light of nature 
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and suitability of data available and requirements of analysis. All these tools are described in 
brief in the following paragraphs. 
 
Ratio Analysis: 
Ratio analysis is regarded as one of the best tools in analyzing and comparing the time series 
account data of different firms. It has been extensively used in the present study. The purpose of 
ratio analysis was three-fold: size analysis, composition analysis and circulation/efficiency 
analysis. Various ratios computed in order to analyse the size, composition and circulation of 
working capital and its various components (inventory, receivables, cash and current liabilities) 
have been explained at the relevant places in different chapters. 
However, in this study the use of ratios has not been made in the course of analysis directly. To 
make the analysis and interpretation more precise and accurate the values of mean, and C.V. 
have been computed from the ratios. 
 
Arithmetic Mean: 
Arithmetic mean gives a single value to describe the whole data. Simple arithmetic mean of each 
series of different ratios has been obtained by adding the values of observations and dividing it 
by the number of observations.  
Co-efficient of Variation: 
Co-efficient of variation is a relative measure of dispersion. Among different measures of 
relative variation, one developed by Karl Pearson is the most common in use. Co-efficient of 
variation is used in problems where we want to compare the variability of two or more than two 
series. That series (or group) for which the co-efficient of variation is greater is said to be more 
variable or conversely less consistent, less uniform, less stable or less homogeneous. On the 
other hand, the series for which co-efficient of variation is less is said to be less variable or more 
consistent, more uniform, more stable or more homogeneous. In ratio analysis of financial data, 
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lower co-efficient of variation in a ratio is taken as relatively better control of the management 
on that ratio. Co-efficient of variation is denoted by C.V. and obtained as follows: 
C.V. = S/ x ̄ 
Where  x̄  = mean, 
S    = standard deviation,  
However, in this study, while computing the co-efficient of variation, the standard deviation (S) 
has been for (N-1) number of observations. 
Simple Growth Rates:  
In order to see at what rate the growth has taken place in the working capital and its various 
components in relation to sales during the period under study, simple growth rates and average 
growth rates have been computed. Here, growth rates simply mean the per cent increase in a 
variable over the previous year figure, i.e., 
G = ( Yt –Yt-1)/Yt-1 * 100 
Where, G    =  Growth rate 
            Yt   =  values of variable Y in time t (current year) 
            Yt-1 =  values of variable Y in time t-1 (previous year)  
The average growth rate has been taken as the geometric means of individual growth rates. 
Trend Indices: 
In order to compute the index of change in a variable, the following formula has been used: 
 Trend Indice = ( Yt/Yo) *100 
where Yt is the value of the variable in the year t for which the index is to be computed, Y0 is the 
value of the variable in the base year. 
In order to measure the change in the relative proportion of various components of the working 
capital to the total such indices have been computed. 
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value at 5% significance level, the data are consistent with the hypothesis of an uncorrelated 
population. 
ANOVA (Single factor) F test: 
Analysis of variance (ANOVA) enables us to test for the significance of the differences among 
more than two sample means. Analysis of variance helps in making inferences about whether our 
samples are drawn from populations having the same mean. 
Universe of study: 
The universe consists of all the limited cement companies working in India and listed on any 
stock exchange of India. 
 
Sampling Plan: 
 
Sampling method was convenience and judgment sampling. The samples have selected 
considering following factors. 
1. The installed capacity of the company should be at least one million tonnes per annum. 
2. The company should be engaged in the production of gray cement. 
3. Data for the entire study period i.e. 2003-04 to 2008-09 are available. 
4. The company should be listed on any stock exchange of India. 
The followings companies were selected for the purpose of study. 
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Table 3.1 
List of sample companies 
 
Sr. No. Name of the Company 
1 A C C Ltd. 
2 Ambuja Cements Ltd. 
3 Andhra Cements Ltd. 
4 Binani Cement Ltd. 
5 Birla Corporation Ltd. 
6 Century Textiles & Inds. Ltd. 
7 Dalmia Cement (Bharat) Ltd. 
8 Gujarat Sidhee Cement Ltd. 
9 Heidelberg Cement India Ltd. 
10 India Cements Ltd. 
11 J K Lakshmi Cement Ltd. 
12 K C P Ltd. 
13 Madras Cements Ltd. 
14 Mangalam Cement Ltd. 
15 N C L Industries Ltd. 
16 O C L India Ltd. 
17 Prism Cement Ltd. 
18 Shree Digvijay Cement Co. Ltd. 
19 Ultratech Cement Ltd. 
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3.6 Chapter Plan: 
 
Chapter 1 
Conceptual framework of working capital management 
This chapter deals with introduction and concept of working capital-types of working 
capital-method of estimating working capital- inadequacy and excess of working capital-factors 
affecting to working capital-sources of working capital-structure of working capital-meaning of 
current assets and liabilities-test of working capital policy-techniques for analysis f working 
capital-meaning of management of working capital-principles of working capital management 
and conclusion. 
 
Chapter-2 
  Profile of cement industry in India 
This Chapter Deals With the Definition of Cement – Types of Cement – Types of Manufacturing 
Process – History of Cement Industry - Development of cement Industry in India– Government 
Policy for the Industry – Structure of Cement Industry -Current Scenario – Strength and Problem 
of Cement Industry.   
 
Chapter -3 
Research Design 
It describes the importance of the study and states the objectives and scope of the study. It also 
contains brief review of literature and the research methodology.  
 
Chapter - 4 
Sources of working capital finance 
This chapter starts with the different sources available to finance working capital and review of 
recommendations of various study groups constituted by RBI to frame guideline to regulate bank 
credit. It also contains the analysis of the relative finance liquidity and profitability of the 
selected cement companies. 
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Chapter – 5 
Inventory Management – Analysis 
This chapter covers the analysis of size, trend, composition, circulation, turnover and growth of 
the inventory with the help of financial ratios along with the prevailing control techniques. 
 
Chapter – 6 
Receivables Management – Analysis 
Analysis of size, trend, composition, turnover ratio and growth of receivables in the selected 
companies have been studied. Apart from this, the credit and collection polices and practices in 
the cement companies under study have been examined. 
 
Chapter – 7 
Cash Management – Analysis 
Cash planning and control techniques used have been presented in this chapter. 
 
Chapter - 8 
Findings and Suggestions 
Major conclusions based on the study are summarized in this chapter. Besides, it contains some 
suggestions for the effective and efficient working capital management.  
 
3.7 Limitations of the study: 
In a research design selected in the study, there is a great chance of personal bias in the selection 
of sample companies. However, it is attempted to be as objective and impartial to obtain reliable 
and meaningful results from final analysis. This study is based on secondary data taken from 
CMIE database as well published annual reports of the said companies and as such its finding 
depends entirely on the accuracy of such data. Moreover, the data were processed to 12 months 
on an average basis wherever required. The study is largely based on the financial tool of ratio 
analysis, which has its own limitations that also applies to this study. Executives, who were 
interviewed and asked to fill up questionnaire, sometime became very reluctant to share the 
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information on their privacy policy ground. As an alternative, it was possible to collect some 
relevant information through general discussion with top management finance executives. 
Hence, the conclusions drawn in the present study should be taken in the light of these 
deficiencies of data. 
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4.1 Introduction 
 
The decisions regarding working capital are so frequent and so many that they consume a large 
part of a financial executive’s time and energy. Fixed capital investment creates capacity and 
working capital makes the utilization of that capacity possible. Liquidity and Profitability, the 
two desired goals of financial management are directly affected by working capital management 
performance. With increase in the size of working capital beyond adequacy level, liquidity 
improves and profitability declines and vice versa. The basic objective of working capital 
management is to ensure the realization of a trade off between profitability and liquidity. To 
achieve this objective it is necessary that working capital should be managed in a manner that it’s 
availability in right quantity at right time and from right sources is granted. The purpose of the 
present chapter is to examine the extent to which this objective has been achieved in the cement 
industry in India during the period under the study.  
 
4.2 Magnitude of Working Capital and its Trends 
 
There are two concepts of working capital prevailing in the industry; (1) the study of current 
assets i.e. gross working capital and (2) study of net working capital are of immense importance. 
If we look at the magnitude or size of the working capital, the investment in current assets or 
gross working capital is ranging from Rs. 50 crores to Rs. 11000 crores depending on the scale 
of operation and diversity of their business. Century Textiles & Indus Ltd., is the company which 
has investment of more than 500 crore. Similarly, A C C Ltd., Andhra, Binani Cement Ltd., Birla 
Corporation Ltd., Gujarat Sidhee Cement Ltd., Heidelberg Cement India Ltd J K Lakshmi 
Cement Ltd., K C P Ltd., K C P Ltd. Madras Cements Ltd., Mangalam Cement Ltd., N C L 
Industries Ltd., O C L India Ltd., Prism Cement Ltd., Shree Digvijay Cement Co. Ltd., and 
Ultratech Cement Ltd., are the companies having investment of less than 100 crores.  
ACC Ltd. was having current assets of 932.47 crores in 2003-04 and it increased to 1107.81 
crores in the year 2004-05 than after again it inclines up to 2008-09. On the other hand current 
liabilities are showing upward trend. If we look at the net working capital position of this 
company, it is surprised that up to 2005-06, 2007-08 and 2008-09 company was having negative 
net working capital i.e. current assets are less than current liabilities but in the year 2003-04 and 
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2004-05 due to increase in current assets in the form of cash as company’s cash balance the 
working capital also correspondingly increased. In the said year company has also gone for long 
term borrowings and its net working capital is of 127.97 crores. A C C Ltd. has average current 
assets of 1660.92 crores with 40.79 % of coefficient of variation which is lower than the 10% of 
overall coefficient of variation of cement industry. Thus, during the study period the level of 
current assets has gone up from minimum level of 932.47 crores to maximum level of 2639.6 
crores.  
Ambuja Cements Ltd. shows positive working capital as its current liabilities are higher than its 
current assets. This company has also downward trend in current assets. Its current assets are 
reduced by half of the amount from 414.49 crores to 1103 crores in 2003-04. The reduction in 
current assets is because of reduction in debtors. This company has mean current assets of 
112.27 crores and its mean current liabilities is 726.17 crores but its performance over a study 
period is not consistence as we can see from table the co-efficient of variation is 87.07% in 
current assets and 494.08 % in current liabilities. Due to this we can find 100% variation in net 
working capital.  
Andhra cement Ltd has the same case it has also negative working capital. Current assets have 
declining trend and it has lowest level of current assets in the current financial year. Binani 
Cement Ltd., one of the major players in the industry, has 78.66 % of coefficient of variation in 
current assets shows the stability in the current assets or gross working capital. It has an 
investment of 52.56 crores to 421.46 crores in current assets over a period of six years. Current 
liabilities of Binani Cement Ltd., shows upward trend and the level of current liabilities is higher 
than current assets resulting in negative net working capital. The net working capital is very high 
coefficient of variation of -180.36%. It had negative net working capital of -13.54 crores in the 
year 2003-04 which reached to the level of -52.24 crores in 2006-07 and it declined to -206.85 
crores in 2008-09. 
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Table 4.1 
CA, CL and NWC in Cement Companies from 2003-04 to 2008-09 
(Rs. in Crores) 
Sr. No Name of Company 2003-04 2004-05 2005-06 2006-07 2007-08 2008-09
1 A C C Ltd.             
  Current Assets 932.47 1107.81 1233.73 1864.74 2187.16 2639.6 
  Current Liabilities 804.5 974.8 1334.8 1671.83 2221.19 2765.72 
  Net Working Capital 127.97 133.01 -101.07 192.91 -34.03 -126.12 
2 Ambuja Cements Ltd.             
  Current Assets 414.49 466.98 574.99 1103.58 1583.95 2310.42 
  Current Liabilities 268.02 347.29 395.75 701.59 1169.09 1475.28 
  Net Working Capital 146.47 119.69 179.24 401.99 414.86 835.14 
3 Andhra Cements Ltd.             
  Current Assets 39.33 42.18 N.A. 50.3 254.37 175.17 
  Current Liabilities 130.61 146.66 N.A. 100.16 88.19 86.03 
  Net Working Capital -91.28 -104.48 N.A. -49.86 166.18 89.14 
4 Binani Cement Ltd.             
  Current Assets 56.72 52.56 151.53 167.05 421.46 398.64 
  Current Liabilities 70.26 89.49 97.05 219.29 453.75 605.49 
  Net Working Capital -13.54 -36.93 54.48 -52.24 -32.29 -206.85 
5 Birla Corporation Ltd.             
  Current Assets 220.85 265.74 303.65 486.28 396.76 672.34 
  Current Liabilities 213.93 265.7 366.64 490.6 392.16 449.1 
  Net Working Capital 6.92 0.04 -62.99 -4.32 4.6 223.24 
6 Century Textiles & Inds. Ltd.             
  Current Assets 857.31 838.56 969.23 1135.95 1280.84 1594.02 
  Current Liabilities 381.42 387.89 489.35 589.02 858.49 1004.7 
  Net Working Capital 475.89 450.67 479.88 546.93 422.35 589.32 
7 Dalmia Cement (Bharat) Ltd.             
  Current Assets 266.87 350.96 373.63 596.63 791.73 973.25 
  Current Liabilities 94.91 154.78 235.77 499.67 543.79 639.4 
  Net Working Capital 171.96 196.18 137.86 96.96 247.94 333.85 
8 Gujarat Sidhee Cement Ltd.             
  Current Assets 66.22 64.39 58.86 95.31 N.A. 75.74 
  Current Liabilities 37.31 53.73 61.03 62.35 N.A. 79.43 
  Net Working Capital 28.91 10.66 -2.17 32.96 N.A. -3.69 
9 Heidelberg Cement India Ltd.             
  Current Assets 106.89 116.58 118.69 184.33 327.73 525.21 
  Current Liabilities 121.35 124.83 124.71 96.39 151.35 238.45 
  Net Working Capital -14.46 -8.25 -6.02 87.94 176.38 286.76 
10 India Cements Ltd.             
  Current Assets 624.49 581.45 727.13 981.19 1346 1304.16 
  Current Liabilities 258.55 321.4 380.27 434.32 984.51 1153.34 
  Net Working Capital 365.94 260.05 346.86 546.87 361.49 150.82 
  
93 
11 J K Lakshmi Cement Ltd.             
  Current Assets 104.24 105.71 133.99 279.88 506.62 526.08 
  Current Liabilities 60.34 64.1 62.45 128.75 189.95 277.9 
  Net Working Capital 43.9 41.61 71.54 151.13 316.67 248.18 
12 K C P Ltd.             
  Current Assets 68.45 81.19 106.84 141.67 197.88 291.44 
  Current Liabilities 43.93 54.62 69.07 86.14 105.67 133.98 
  Net Working Capital 24.52 26.57 37.77 55.53 92.21 157.46 
13 Madras Cements Ltd.             
  Current Assets 240.12 310.42 327.08 614.76 779.24 905.32 
  Current Liabilities 147.69 165.64 228.73 394.54 401.52 440.43 
  Net Working Capital 92.43 144.78 98.35 220.22 377.72 464.89 
14 Mangalam Cement Ltd.             
  Current Assets 47.68 43.9 59.9 109.63 181.97 207.3 
  Current Liabilities 161.91 24.53 34.12 65.36 114.53 156.56 
  Net Working Capital -114.23 19.37 25.78 44.27 67.44 50.74 
15 N C L Industries Ltd.             
  Current Assets 39.96 42.12 61.45 82.99 137.35 139.56 
  Current Liabilities 19.52 32.29 43.43 57.11 68.23 91.71 
  Net Working Capital 20.44 9.83 18.02 25.88 69.12 47.85 
16 O C L India Ltd.             
  Current Assets 224.15 255.62 304.7 400.95 417.24 489.9 
  Current Liabilities 88.69 82.13 99.61 121.42 238.81 240.01 
  Net Working Capital 135.46 173.49 205.09 279.53 178.43 249.89 
17 Prism Cement Ltd.             
  Current Assets 88.21 95.2 113.57 122.55 142.2 158.43 
  Current Liabilities 77.09 78.42 95.34 122 173.48 159.91 
  Net Working Capital 11.12 16.78 18.23 0.55 -31.28 -1.48 
18 Shree Digvijay Cement Co. Ltd.             
  Current Assets 51.37 66.47 50.56 83.52 75.93 157.65 
  Current Liabilities 140.17 88.55 58.45 43.74 44.39 48.88 
  Net Working Capital -88.8 -22.08 -7.89 39.78 31.54 108.77 
19 Ultratech Cement Ltd.             
  Current Assets 550.43 654.77 769.95 958.47 1302.86 1351.92 
  Current Liabilities 384.35 439.3 556.05 755.18 1278.56 1242.72 
  Net Working Capital 166.08 215.47 213.9 203.29 24.3 109.2 
20 Cement industry              
  Current Assets 5000.25 5542.61 6439.48 9459.78 12331.2 14896.1
  Current Liabilities 3504.55 3896.15 4732.62 6639.46 9477.66 11289.0
  Net Working Capital 1495.7 1646.46 1706.86 2820.32 2853.63 3607.11 
 (Source: PROWESS, CMIE Database.) 
Birla Corporation has current assets ranging from 220.85 crores to 672.34 crores during the study 
period. It has meant current assets of 390.94 crores with the 42.88% of coefficient of variation 
that reflect the moderate variability in the investment of current assets. It has positive net 
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working capital except in the year 2005-06 and 2006-07 when its current assets are less than 
current liabilities. Overall Birla Corporation has upward trend in current assets and current 
liabilities both but its current liabilities are rising at increasing rate and ultimately resulting in 
downward trend in net working capital. Century textile, a diversified company, has inclining 
trend of current assets. It was having current assets of 857.31 crores in 2003-04 which declines to 
838.56 crores in 2004-05. The mean current assets of this company are 1112.65 crores and it has 
CV of 26.09%. The current liabilities of Century have only 41.77 % of CV that show the stability 
in the level of current liabilities around 618.48 crores over a period of six years. Its net working 
capital 475.89 crores in 2004-05 and it reduced to the level of low positive net working capital of 
422.35 crores in 2007-08 
Dalmia Cement (Bharat) Ltd., public sector organization, has high level of coefficient of 
variation of 49.99% to 63.00% in current assets and current liabilities. It has less current 
liabilities than the current assets resulting into positive net working capital position. Its current 
liabilities range from 94.91 crores to 639.4 crores during the study period. In the year 2008-09, it 
is surprised that its current assets are 973.25 crores while its current liabilities are 639.4 crores 
resulting in 333.85 crores of positive net working capital. Gujarat Sidhee Cement has highly 
fluctuating trend in the current assets investment as well as current liabilities. In the year 2003-
04,it was having positive net working capital position of 28.91 crores but after that the current 
assets decreased at higher rate than current liabilities and finally result into negative net working 
capital position. In the year 2006-07, company has reduced its current liabilities drastically and it 
has resulted in to positive net working capital. Thus, Looking at the coefficient of variation, 
current assets are less volatile compare to current liabilities and its net working capital is highly 
volatile. Heidelberg Cement India Ltd has declining trend in the current assets investment as well 
as current liabilities. In the year 2003-04 2004-05 and 2005-06, it was having negative net 
working capital position of -14.46, -8.25 -6.02 crores respectively but in  that year the current 
assets decreased at higher rate than current liabilities and finally result into negative net working 
capital position. In the year 2007-08, company has reduced its current liabilities drastically and it 
has resulted in to positive net working capital. Thus, Looking at the coefficient of variation, 
current assets are less volatile compare to current liabilities and its net working capital is highly 
volatile.  
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India Cements Ltd. shows upward trend in current assets. In the year 2003-04, it had current 
assets of 624.49 crores which rise to 727.13 crores in 2005-06 but in the year 2004-05, it was 
reduced and reached to 581.45 crores. This drastic reduction in current assets and continuous 
rising trend in current liabilities results into positive net working capital position for India 
Cements Ltd. It has 36.46% of coefficient of variation in its current assets and 64.60% of 
coefficient of variation in its current liabilities. Thus, its current assets are less volatile compare 
to current liabilities’ K Lakshmi Cement Ltd. shows the downward trend in current assets. In the 
year 2003-04 its current assets was 104.24 crores which goes inclining year by year and reached 
to the level of 526.08 crores in year 2008-09. We can observe the similar trend in current 
liabilities also. Ultimately it turns into the inclining trend in the net working capital. Company 
has positive net working capital of 43.9 crores only in the year 2003-04. In the year 2008-09, the 
net working capital turns into highest positive figure. The coefficient of variation for current 
assets is 71.42 % and for current liabilities it is 67.83%.K C P Ltd., public sector organization, 
has high level of coefficient of variation of 57.04% to 40.86% in current assets and current 
liabilities. It has less current liabilities than the current assets resulting into positive net working 
capital position. Its current liabilities range from 43.93 crores to 133.98 crores during the study 
period. In the year 2008-09, it is surprised that its current assets are 291.44 crores while its 
current liabilities are 133.98 crores resulting in 157.46 crores of positive net working capital. 
Madras Cement has current assets ranges between 240.12 crores to 905.32 crores with 52.31% of 
coefficient of variation. The mean value of current assets is 529.49 crores. Its current liabilities 
has coefficient of variation of 44.04% with mean value of 296.43crores.Thus its current assets 
are greater than current liabilities, so it has positive net working capital. 
 
Mangalam Cement has lowest level of current assets and current liabilities. Its current assets 
range between 43.9 crores to 207.3 crores over a study period. Its current assets were 47.68 
crores in 2003-04 that increased to 109.63 crores in 2006-07. Its current liabilities are greater 
than current assets. Its current liabilities were 161.91 crores in 2003-04 which fell down to 65.36 
crores in 2006-07. Its net working capital position turns out to be negative in the year 2003-04. 
Its net working capital is highly volatile. N C L Industries Ltd. shows downward trend in current 
assets. In the year 2003-04, it had current assets of 39.96 crores which rise to 82.99 crores in 
2006-07 but in the year 2004-05, it was again increased and reached to 139.56 crores. The 
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current asset is more than the current liabilities results into positive net working capital position 
for N C L Industries Ltd. It has 53.66% of coefficient of variation in its current assets and 
49.98% of coefficient of variation in its current liabilities. Thus, its current assets are less volatile 
compare to current liabilities. OCL India Ltd. has also upward trend in current assets from the 
year of 2003-04 to 2008-09. Current liabilities are also inclining during the study period which 
resulting effect is inclining trend in positive net working capital position 
Table 4.2 
Descriptive Statistics for Current Assets 
Sr. No. Name of the Company Mean S. D. C.V. Max. Min. 
1 A C C Ltd. 1660.92 677.55 40.79  2639.6 932.47
2 Ambuja Cements Ltd. 1075.74 753.93 70.09 2310.42 414.49
3 Andhra Cements Ltd. 112.27 97.75 87.07 254.37 39.33
4 Binani Cement Ltd. 207.99 163.60 78.66 421.46 52.56
5 Birla Corporation Ltd. 390.94 167.65 42.88 672.34 220.85
6 Century Textiles & Inds. Ltd. 1112.65 290.32 26.09 1594.02 838.56
7 Dalmia Cement (Bharat) Ltd. 558.85 279.34 49.99 973.25 266.87
8 Gujarat Sidhee Cement Ltd. 72.10 14.33 19.87 95.31 58.86
9 Heidelberg Cement India Ltd. 229.91 166.85 72.57 525.21 106.89
10 India Cements Ltd. 927.40 338.12 36.46 1346 581.45
11 J K Lakshmi Cement Ltd. 276.09 197.18 71.42 526.08 104.24
12 K C P Ltd. 147.91 84.37 57.04 291.44 68.45
13 Madras Cements Ltd. 529.49 276.98 52.31 905.32 240.12
14 Mangalam Cement Ltd. 108.40 71.27 65.75 207.30 43.90
15 N C L Industries Ltd. 83.91 45.02 53.66 139.56 39.96
16 O C L India Ltd. 348.76 103.42 29.65 489.90 224.15
17 Prism Cement Ltd. 120.03 26.99 22.49 158.43 88.21
18 Shree Digvijay Cement Co. Ltd. 80.92 39.81 49.19 157.65 50.56
19 Ultratech Cement Ltd. 931.40 335.64 36.04 1351.92 550.43
20 Indusrty average  472.40 217.38 50.63 792.6095 259.0711
  (Source: PROWESS, CMIE Database.) 
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Chart-No.4.1  
Descriptive Statistics for Current Assets 
 
 
Table 4.3 
Descriptive Statistics for Current Liabilities 
Sr. No. Name of the Company Mean S. D. C.V. Max. Min. 
1 A C C Ltd. 1628.81 753.52 46.26 2765.72 804.5
2 Ambuja Cements Ltd. 726.17 494.08 68.04 1475.28 268.02
3 Andhra Cements Ltd. 110.33 27.00 24.47 146.66 86.03
4 Binani Cement Ltd. 255.89 223.65 87.40 605.49 70.26
5 Birla Corporation Ltd. 363.02 106.06 29.22 490.6 213.93
6 Century Textiles & Inds. Ltd. 618.48 258.33 41.77 1004.7 381.42
7 Dalmia Cement (Bharat) Ltd. 361.39 227.67 63.00 639.4 94.91
8 Gujarat Sidhee Cement Ltd. 58.77 15.25 25.95 79.43 37.31
9 Heidelberg Cement India Ltd. 142.85 49.97 34.98 238.45 96.39
10 India Cements Ltd. 588.73 380.32 64.60 1153.34 258.55
11 J K Lakshmi Cement Ltd. 130.58 88.57 67.83 277.9 60.34
12 K C P Ltd. 82.24 33.60 40.86 133.98 43.93
13 Madras Cements Ltd. 296.43 130.55 44.04 440.43 147.69
14 Mangalam Cement Ltd. 92.84 60.28 64.94 161.91 24.53
15 N C L Industries Ltd. 52.05 26.01 49.98 91.71 19.52
16 O C L India Ltd. 145.11 74.25 51.17 240.01 82.13
17 Prism Cement Ltd. 117.71 41.48 35.24 173.48 77.09
18 Shree Digvijay Cement Co. Ltd. 70.70 37.92 53.64 140.17 43.74
19 Ultratech Cement Ltd. 776.03 396.48 51.09 1278.56 384.35
20 Industry average  6589.91 3182.73 48.30 11289.04 3504.55
    (Source: PROWESS, CMIE Database.) 
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Chart No.4.2 
Descriptive Statistics for Current Liabilities 
 
 
 
Prism Cement Ltd. has current assets range between 88.21 crores to 158.43 crores with mean 
value of 120.03 crores and coefficient of variation being 22.49%. Its current liabilities are 
showing rising trend. It has current liabilities of 159.91 crores in 2008-09 that is double than 
2003-04. Its net working capital has downward trend with negative level in the year 2007-08 and 
2008-09.Shree Digvijay Cement Co. Ltd. has increasing trend in current assets from 2006-07 to 
2008-09.The current assets were 51.37 crores in 2003-04 that inclined gradually and reached to 
the level of 157.65 crores in 2008-09. The current liabilities has downward trend. From the level 
of 140.17 crores in 2003-04, it decreased to 48.88 crores. This results in to the rising trend in net 
working capital in the last three years of study period. Ultratech Cement Ltd. Its current assets 
level was 550.43 crores in 2003-04 and is grown to 1351.92 crore in 2008-09. The mean current 
asset is at the level of 931.40 crore and the coefficient of variation is 36.04% while the mean 
value of current liabilities is 776.03 crores and coefficient of variation is 51.09%.Looking at the 
aggregate figures, the current assets and current liabilities both are in upward trend but the 
current liabilities are rising faster than current assets and resultant effect is declining trend in net 
working capital of industry. 
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Table 4.4 
Descriptive Statistics for Net Working Capital 
Sr. No. Name of the Company Mean S. D. C.V. Max. Min. 
1 A C C Ltd. 32.11 135.92260 423.28100 192.91 -126.12
2 Ambuja Cements Ltd. 349.57 270.51640 77.38658 835.14 119.69
3 Andhra Cements Ltd. 1.94 119.66310 6168.20200 166.18 -104.48
4 Binani Cement Ltd. -47.90 86.38313 -180.35940 54.48 -206.85
5 Birla Corporation Ltd. 27.92 99.21297 355.41100 223.24 -62.99
6 Century Textiles & Inds. Ltd. 494.17 62.33116 12.61322 589.32 422.35
7 Dalmia Cement (Bharat) Ltd. 197.46 84.20779 42.64585 333.85 96.96
8 Gujarat Sidhee Cement Ltd. 13.33 17.06702 127.99620 32.96 -3.69
9 Heidelberg Cement India Ltd. 87.06 123.21780 141.53470 286.76 -14.46
10 India Cements Ltd. 338.67 131.26120 38.75764 546.87 150.82
11 J K Lakshmi Cement Ltd. 145.51 115.290800 79.23493 316.67 41.61
12 K C P Ltd. 65.68 51.44538 78.33130 157.46 24.52
13 Madras Cements Ltd. 233.07 155.2762 66.62355 464.89 92.43
14 Mangalam Cement Ltd. 15.56 65.90575 423.51340 67.44 -114.23
15 N C L Industries Ltd. 31.86 22.30260 70.00922 69.12 9.83
16 O C L India Ltd. 203.65 53.09150 26.07019 279.53 135.46
17 Prism Cement Ltd. 2.32 18.36406 791.55410 18.23 -31.28
18 Shree Digvijay Cement Co. Ltd. 10.22 66.65832 652.2341 108.77 -88.80
19 Ultratech Cement Ltd. 155.37 75.84170 48.81256 215.47 24.30
20 Industry average  124.08 92.31 497.04 261.02 19.21
(Source: PROWESS, CMIE Database.) 
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Chart No. 4.3 
Descriptive Statistics for Net Working Capital 
 
 
 
Table 4.5 
Trends in Current Assets 
Sr. No. Name of the Company 2003-04 2004-05 2005-06 2006-07 2007-08 2008-09
1 A C C Ltd. 100.00 118.80 111.37 151.15 117.29 120.69
2 Ambuja Cements Ltd. 100.00 112.66 123.13 191.93 143.53 145.86
3 Andhra Cements Ltd. 100.00 107.25 0.00 N.A. 505.71 68.86
4 Binani Cement Ltd. 100.00 92.67 288.30 110.24 252.30 94.59
5 Birla Corporation Ltd. 100.00 120.33 114.27 160.14 81.59 169.46
6 Century Textiles & Inds. Ltd. 100.00 97.81 115.58 117.20 112.75 124.45
7 Dalmia Cement (Bharat) Ltd. 100.00 131.51 106.46 159.68 132.70 122.93
8 Gujarat Sidhee Cement Ltd. 100.00 97.24 91.41 161.93 0.00 N.A.
9 Heidelberg Cement India Ltd. 100.00 109.07 101.81 155.30 177.80 160.26
10 India Cements Ltd. 100.00 93.11 125.05 134.94 137.18 96.89
11 J K Lakshmi Cement Ltd. 100.00 101.41 126.75 208.88 181.01 103.84
12 K C P Ltd. 100.00 118.61 131.59 132.60 139.68 147.28
13 Madras Cements Ltd. 100.00 129.28 105.37 187.95 126.76 116.18
14 Mangalam Cement Ltd. 100.00 92.07 136.45 183.02 165.99 113.92
15 N C L Industries Ltd. 100.00 105.41 145.89 135.05 165.50 101.61
16 O C L India Ltd. 100.00 114.04 119.20 131.59 104.06 117.41
17 Prism Cement Ltd. 100.00 107.92 119.30 107.91 116.03 111.41
18 Shree Digvijay Cement Co. Ltd. 100.00 129.39 76.06 165.19 90.91 207.63
19 Ultratech Cement Ltd. 100.00 118.96 117.59 124.48 135.93 103.77
20 Industry average  100.00 110.40 118.71 151.07 151.93 123.72
           (Source: PROWESS, CMIE Database.) 
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Chart No. 4.4 
Trends in Current Assets 
 
 
Table 4.6 
Trends in Current Liabilities 
Sr. No. Name of the Company 2003-04 2004-05 2005-06 2006-07 2007-08 2008-09
1 A C C Ltd. 100.00 121.17 136.93 125.25 132.86 124.52
2 Ambuja Cements Ltd. 100.00 129.58 113.95 177.28 166.63 126.19
3 Andhra Cements Ltd. 100.00 112.29 0.00 N.A. 88.05 97.55
4 Binani Cement Ltd. 100.00 127.37 108.45 225.96 206.92 133.44
5 Birla Corporation Ltd. 100.00 124.20 137.99 133.81 79.93 114.52
6 Century Textiles & Inds. Ltd. 100.00 101.70 126.16 120.37 145.75 117.03
7 Dalmia Cement (Bharat) Ltd. 100.00 163.08 152.33 211.93 108.83 117.58
8 Gujarat Sidhee Cement Ltd. 100.00 144.01 113.59 102.16 0.00 N.A.
9 Heidelberg Cement India Ltd. 100.00 102.87 99.90 77.29 157.02 157.55
10 India Cements Ltd. 100.00 124.31 118.32 114.21 226.68 117.15
11 J K Lakshmi Cement Ltd. 100.00 106.23 97.43 206.16 147.53 146.30
12 K C P Ltd. 100.00 124.33 126.46 124.71 122.67 126.79
13 Madras Cements Ltd. 100.00 112.15 138.09 172.49 101.77 109.69
14 Mangalam Cement Ltd. 100.00 15.15 139.09 191.56 175.23 136.70
15 N C L Industries Ltd. 100.00 165.42 134.50 131.50 119.47 134.41
16 O C L India Ltd. 100.00 92.60 121.28 121.90 196.68 100.50
17 Prism Cement Ltd. 100.00 101.73 121.58 127.96 142.20 92.18
18 Shree Digvijay Cement Co. Ltd. 100.00 63.17 66.01 74.83 101.49 110.11
19 Ultratech Cement Ltd. 100.00 114.30 126.58 135.81 169.31 97.20
20 Industry average  100.00 112.93 114.66 143.07 136.26 119.97
         (Source: PROWESS, CMIE Database.) 
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Chart 4.5 
Trends in Current Liabilities 
 
Table 4.7 
Trends in Net Working Capital 
Sr. No. Name of the Company 2003-04 2004-05 2005-06 2006-07 2007-08 2008-09
1 A C C Ltd. 100.0 103.9 -76.0 -190.9 -17.6 370.6
2 Ambuja Cements Ltd. 100.0 81.7 149.8 224.3 103.2 201.3
3 Andhra Cements Ltd. 100.0 114.5 N.A. N.A. -333.3 53.6
4 Binani Cement Ltd. 100.0 272.7 -147.5 -95.9 61.8 640.6
5 Birla Corporation Ltd. 100.0 0.6 -157475.0 6.9 -106.5 4853.0
6 Century Textiles & Inds. Ltd. 100.0 94.7 106.5 114.0 77.2 139.5
7 Dalmia Cement (Bharat) Ltd. 100.0 114.1 70.3 70.3 255.7 134.6
8 Gujarat Sidhee Cement Ltd. 100.0 36.9 -20.4 -1518.9 N.A. N.A.
9 Heidelberg Cement India Ltd. 100.0 57.1 73.0 -1460.8 200.6 162.6
10 India Cements Ltd. 100.0 71.1 133.4 157.7 66.1 41.7
11 J K Lakshmi Cement Ltd. 100.0 94.8 171.9 211.3 209.5 78.4
12 K C P Ltd. 100.0 108.4 142.2 147.0 166.1 170.8
13 Madras Cements Ltd. 100.0 156.6 67.9 223.9 171.5 123.1
14 Mangalam Cement Ltd. 100.0 -17.0 133.1 171.7 152.3 75.2
15 N C L Industries Ltd. 100.0 48.1 183.3 143.6 267.1 69.2
16 O C L India Ltd. 100.0 128.1 118.2 136.3 63.8 140.0
17 Prism Cement Ltd. 100.0 150.9 108.6 3.0 -5687.3 4.7
18 Shree Digvijay Cement Co. Ltd. 100.0 24.9 35.7 -504.2 79.3 344.9
19 Ultratech Cement Ltd. 100.0 129.7 99.3 95.0 12.0 449.4
20 Industry average  100.0 110.1 103.7 165.2 101.2 126.4
         (Source: PROWESS, CMIE Database.) 
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Chart No. 4.6 
Trends in Net Working Capital 
 
 
Table 4.8 
Trends in overall cement industry 
Current Assets 16251.79 17199.81 17539.16 19273.34 19910.39 21366.15
 100 106 108 119 123 131 
Current Liabilities 13956.48 16145.68 17533.52 18588.15 18401.28 21202.81
 100 116 126 133 132 152 
Net Working Capital 2295.31 1054.13 5.64 685.19 1509.11 163.34
 100 46 0 30 66 7 
(Source: PROWESS, CMIE Database.) 
Chart 4.7  
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4.3 Liquidity Analysis 
 
A C C Ltd has current ratio of less than one for the period of 2003-04 to 2008-09. In the year 
2008-09 current ratio has decreased to 1.27 because of fall in current assets. The mean current 
ratio of A C C Ltd is 1.34with standard deviation of 0.16. It is also little aggressive in managing 
their liquidity. Its quick ratio or liquid ratio has mean value of 0.42 with standard deviation of 
0.16. Ambuja Cements Ltd has current ratio of 1.2 in the year 2003-04 then it starts increasing to 
1.91 in the year 2006-07 it reaches to the level of 1.81, in this year company has very tight liquid 
position. But still it is not sufficient for the easy liquidity and it is too less from the standard 
norm of 2:1. This company has very less liquid assets and very critical position as its average 
quick ratio for the study period 0.67 with coefficient of variation of 42.42%. Andhra Cements 
Ltd is very aggressive in managing their working capital position indicators. It has current ratio 
of less than one in all the year except in the year of 2007-08 and mean current ratio of 1.02 and 
mean quick ratio of 0.62 with coefficient variation of 99.33% and 117.03%.Binani Cement Ltd. 
has current ratio ranges from 1.11 to 1.66 and quick ratio has range of 0.15 to 1.20. Binani 
Cement Ltd has also current ratio of less than one and it shows that it has also fewer current 
assets to pay for the current liabilities. Binani Cement Ltd has mean value of 0.87 for its current 
ratio, and 0.43 for its quick ratio. The gap between quick and current ratio show the 
accumulation of inventories.Birla Corporation Ltd has better current ratio compare to above four 
companies. Its current ratio ranges from 1.31 to 2.52 with mean value of 1.81and coefficient of 
variation of 25.46%. Its quick ratio ranges from 0.28 to 0.94 with a mean value of 0.49 and 
47.46% of coefficient of variation. Century Textiles & Inds Ltd has very low level of current 
ratio and it also has declining trend. In 2003-04 its current ratio was 0.93 that increased to 1.19 in 
2008-09. Its quick ratio is an average 0.49 and that shows the high level of accumulation of 
inventories. Century Textiles & Inds. Ltd is very poor in managing their liquidity position. 
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Table 4.9 
Current Ratio 
Sr. No. Name of Company 2003-04 2004-05 2005-06 2006-07 2007-08 2008-09
1 A C C Ltd. 1.30 1.14 1.27 1.58 1.48 1.27
2 Ambuja Cements Ltd. 1.20 1.13 1.76 1.91 2.24 1.81
3 Andhra Cements Ltd. 0.26 0.25  N.A 0.42 2.48 1.71
4 Binani Cement Ltd. 0.67 0.62 1.61 0.96 0.83 0.54
5 Birla Corporation Ltd. 1.68 1.46 1.31 1.70 2.21 2.52
6 Century Textiles & Inds. Ltd. 0.93 1.21 0.89 1.04 1.04 1.19
7 Dalmia Cement (Bharat) Ltd. 3.46 2.32 1.74 1.84 0.86 1.21
8 Gujarat Sidhee Cement Ltd. 1.69 1.23 0.99 1.61  N.A 1.01
9 Heidelberg Cement India Ltd. 0.72 0.73 0.76 2.27 2.42 2.54
10 India Cements Ltd. 0.84 0.75 1.32 2.07 2.34 1.63
11 J K Lakshmi Cement Ltd. 1.13 1.53 2.47 2.66 2.81 2.27
12 K C P Ltd. 1.05 1.21 1.26 1.46 1.88 1.92
13 Madras Cements Ltd. 3.42 4.27 2.73 1.93 2.58 1.87
14 Mangalam Cement Ltd. 0.29 1.79 2.27 1.90 1.75 1.45
15 N C L Industries Ltd. 1.45 1.32 1.37 1.02 1.35 1.40
16 O C L India Ltd. 1.44 1.47 1.36 1.61 1.33 1.39
17 Prism Cement Ltd. 0.97 1.15 1.06 1.16 1.89 1.60
18 Shree Digvijay Cement Co. Ltd. 0.35 0.67 0.91 1.73 1.99 4.20
19 Ultratech Cement Ltd. 1.38 1.19 1.79 1.98 0.94 1.33
 20 Overall Cement Industry 1.28 1.34 1.49 1.62 1.80 1.73
     (Source: PROWESS, CMIE Database.) 
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Chart No.  4.8 
Current Ratio 
 
 
 
Dalmia Cement (Bharat) Ltd has downward trend in current ratio. In the year 2003-04, the 
current ratio of Dalmia Cement (Bharat) Ltd was 3.46 and it starts declining thereafter reached to 
the level of 1.21 in the year 2008-09. Looking at its current ratio pattern, it seems to be very 
aggressive and even its quick ratio shows the same behaviour. Gujarat Sidhee Cement Ltd has an 
average current ratio of more than 1.91 which is above than the industry average. Gujarat Sidhee 
Cement Ltd has very conservative policy for current assets. It always maintains more current 
assets than its current liabilities. Its quick ratio is less than 1:1, which shows it has not enough 
liquid assets. Heidelberg Cement India Ltd has also aggressive position in the current ratio. It has 
current ratio range from 0.72 to 2.54. In the year 2006-07, its current ratio is 2.27. The lower 
current ratio indicates that companies to not have enough current assets to pay for its current 
liabilities. The mean current ratio is of 1.57 with 58.510% of coefficient of variation. Its quick 
ratio has highest level of coefficient of variation that is of 80.44% with mean value of  0.87:1.  
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Table 4.10 
Quick Ratio 
Sr. No. Name of Company 2003-04 2004-05 2005-06 2006-07 2007-08 2008-09 
1 A C C Ltd. 0.31 0.27 0.26 0.59 0.55 0.55
2 Ambuja Cements Ltd. 0.42 0.34 0.48 0.93 0.89 0.95
3 Andhra Cements Ltd. 0.09 0.08 N.A 0.16 1.66 1.11
4 Binani Cement Ltd. 0.17 0.18 1.20 0.56 0.32 0.15
5 Birla Corporation Ltd. 0.51 0.46 0.39 0.28 0.37 0.94
6 Century Textiles & Inds. Ltd. 0.36 0.51 0.36 0.45 0.36 0.48
7 Dalmia Cement (Bharat) Ltd. 0.60 0.59 0.45 0.51 0.16 0.26
8 Gujarat Sidhee Cement Ltd. 0.99 0.57 0.45 0.83 N.A 0.38
9 Heidelberg Cement India Ltd. 0.26 0.28 0.23 1.15 1.49 1.78
10 India Cements Ltd. 0.57 0.43 0.81 1.36 1.46 1.04
11 J K Lakshmi Cement Ltd. 0.62 0.92 1.55 1.63 2.20 1.46
12 K C P Ltd. 0.33 0.35 0.36 0.57 0.84 1.02
13 Madras Cements Ltd. 2.22 2.11 1.45 1.03 1.40 0.96
14 Mangalam Cement Ltd. 0.11 0.73 0.99 0.78 0.40 0.48
15 N C L Industries Ltd. 0.65 0.59 0.75 0.50 0.89 0.80
16 O C L India Ltd. 0.71 0.76 0.68 0.85 0.64 0.70
17 Prism Cement Ltd. 0.45 0.52 0.38 0.44 0.26 0.43
18 Shree Digvijay Cement Co. Ltd. 0.09 0.15 0.21 0.32 0.70 2.55
19 Ultratech Cement Ltd. 0.76 0.61 0.71 0.65 0.37 0.40
20 Overall Cement Industry 0.54 0.55 0.65 0.72 0.83 0.87
(Source: PROWESS, CMIE Database.) 
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Chart No. 4.9 
Quick Ratio 
 
 
 
 
India Cements Ltd’s current ratio was 0.84 in the year 2003-04, then after it moves downward 
but in the year 2004-05 again it moves upward and reached to the level of 1.63 Thus, the 
company has gone for conservative policy and it has maintained its currents assets level to more 
than one compare to its current liabilities. The sudden rise in current ratio is attributable to the 
higher level of inventory as its quick ratio for the same year is only 0.95.  
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Table 4.11 
Descriptive Statistics for Current Ratio 
Sr. No. Name of the Company Mean S. D. C.V. Max. Min. 
1 A C C Ltd. 1.34 0.16 11.97 1.58 1.14
2 Ambuja Cements Ltd. 1.68 0.43 25.64 2.24 1.13
3 Andhra Cements Ltd. 1.02 1.02 99.33 2.48 0.25
4 Binani Cement Ltd. 0.87 0.39 44.98 1.61 0.54
5 Birla Corporation Ltd. 1.81 0.46 25.46 2.52 1.31
6 Century Textiles & Inds. Ltd. 1.05 0.13 12.45 1.21 0.89
7 Dalmia Cement (Bharat) Ltd. 1.91 0.92 48.09 3.46 0.86
8 Gujarat Sidhee Cement Ltd. 1.31 0.33 25.20 1.69 0.99
9 Heidelberg Cement India Ltd. 1.57 0.92 58.51 2.54 0.72
10 India Cements Ltd. 1.49 0.64 43.21 2.34 0.75
11 J K Lakshmi Cement Ltd. 2.15 0.67 31.18 2.81 1.13
12 K C P Ltd. 1.46 0.36 24.80 1.92 1.05
13 Madras Cements Ltd. 2.80 0.92 32.81 4.27 1.87
14 Mangalam Cement Ltd. 1.58 0.68 43.36 2.27 0.29
15 N C L Industries Ltd. 1.32 0.15 11.59 1.45 1.02
16 O C L India Ltd. 1.43 0.10 7.01 1.61 1.33
17 Prism Cement Ltd. 1.31 0.36 27.56 1.89 0.97
18 Shree Digvijay Cement Co. Ltd. 1.64 1.40 85.38 4.20 0.35
19 Ultratech Cement Ltd. 1.44 0.39 26.85 1.98 0.94
 20 Overall Cement Industry 1.54 0.21 13.70 1.80 1.28
                  (Source: PROWESS, CMIE Database.) 
J K Lakshmi Cement Ltd has a mean current ratio of 2.15with 31.18% of C.V. In the year 2003-
04, its current ratio is lower than industry aggregate ratio. It reduced to the 2.27 and that is also 
the accumulation of inventory as its average liquid ratio is only 1.40. J K Lakshmi Cement Ltd 
current ratio is more than industry aggregate. Its current ratio ranges between 1.13 to 2.81 with 
mean value of 1.54 and C.V. of 31.18%. The quick ratio of this company is also declining from 
0.62 in 2003-04 to 1.46 in 2008-09.K C P Ltd is good in liquidity as its mean current ratio is of 
1.46 that means it has very low level of current assets to pay its current obligations but it has 
very less volatility as its C.V. is only 24.80%. This company may be having very aggressive 
approach in managing their liquidity. Its liquid assets are also very less.  
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Table 4.12 
Descriptive Statistics for Quick Ratio 
Sr. No. Name of the Company Mean S. D. C.V. Max. Min. 
1 A C C Ltd. 0.42 0.16 37.18 0.59 0.26
2 Ambuja Cements Ltd. 0.67 0.28 42.42 0.95 0.34
3 Andhra Cements Ltd. 0.62 0.73 117.03 1.66 0.08
4 Binani Cement Ltd. 0.43 0.41 94.77 1.20 0.15
5 Birla Corporation Ltd. 0.49 0.23 47.46 0.94 0.28
6 Century Textiles & Inds. Ltd. 0.42 0.07 16.29 0.51 0.36
7 Dalmia Cement (Bharat) Ltd. 0.43 0.18 42.16 0.60 0.16
8 Gujarat Sidhee Cement Ltd. 0.64 0.26 40.13 0.99 0.38
9 Heidelberg Cement India Ltd. 0.87 0.70 80.44 1.78 0.23
10 India Cements Ltd. 0.95 0.42 44.16 1.46 0.43
11 J K Lakshmi Cement Ltd. 1.40 0.56 39.96 2.20 0.62
12 K C P Ltd. 0.58 0.29 50.42 1.02 0.33
13 Madras Cements Ltd. 1.53 0.53 34.75 2.22 0.96
14 Mangalam Cement Ltd. 0.58 0.31 54.03 0.99 0.11
15 N C L Industries Ltd. 0.70 0.14 20.62 0.89 0.50
16 O C L India Ltd. 0.72 0.07 10.15 0.85 0.64
17 Prism Cement Ltd. 0.41 0.09 21.18 0.52 0.26
18 Shree Digvijay Cement Co. Ltd. 0.67 0.95 141.22 2.55 0.09
19 Ultratech Cement Ltd. 0.58 0.16 27.80 0.76 0.37
 20 Overall Cement Industry 0.69 0.14 19.99 0.87 0.54
            (Source: PROWESS, CMIE Database.) 
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Madras Cements Ltd has current ratio of 1.87 in the year 2003-04 which is comparable to 
industry aggregate. But in the previous year’s its current ratio was around 3.42 in 2008-09.Its 
quick ratio is also good in the first years but then after it went to 0.96 the major portion of 
current assets are held in form of inventories. Mangalam Cement Ltd has mean current ratio of 
1.58 with C.V. of 43.36%. Its current ratio is gradually increasing in the year 2008-09, it reached 
to the level of 1.58. Its mean value of quick ratio is 0.58 which is lower than industry aggregate 
of 0.69.N C L Industries Ltd has current ratio in line with industry aggregate. It has mean current 
ratio of 1.32 and it ranges from 1.02 to 1.45 with 11% of c.v. Its average quick ratio is 0.70.O C 
L India Ltd has very consistent current ratio of 1.43 with only 7.01% of c.v. That shows the 
consistency in maintaining current assets and current liabilities. The quick ratio is average 0.72 
times which shows that the inventory is the major portion of current assets of O C L India Ltd. 
Prism Cement Ltd is current ratio range from 0.97 to 1.89 which is higher than industry 
aggregate. The liquid assets of Prism Cement Ltd are continuously declining. Its quick ratio 
declines from 0.45 in 2003-04 to 0.43 in 2008-09. Shree Digvijay Cement Co. Ltd’s current ratio 
has very wide range of fluctuation. Its current ratio is more than industry aggregate but its quick 
ratio is very near to industry aggregate. Ultratech Cement Ltd current ratio was 0.35 in 2003-04 
but then after it starts increasing and in the year 2008-09, it has reached to 4.2. The company is 
becoming aggressive in current asset investment. Ultratech Cement Ltd has mean current ratio of 
1.44 but in the year 2003-04 because of high level of inventory investment, it has reached to the 
level of 0.4.  
 
4.4 Relative Asset Liquidity 
 
The proportion of Current Assets in the total assets of the company shows the relative asset 
liquidity of company. Cement Industry has an average 25% investment in current assets and 75% 
investment in fixed assets. Few companies have very conservative policy and they have higher 
level of investment in current assets. the two like Gujarat Sidhee Cement Ltd. and K C P Ltd. 
companies having CA to TA ratio of more than 50% on an average during the study period. A C 
C Ltd has current assets investment ranges from 27.22% to 35.50% with mean investment of 
31.17% with 13.00% of c.v.  
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Ambuja Cements Ltd has 15.75 to 31.01 % of current assets investment with mean value of 
23.29% with 28.79% of c.v. Thus they have more volatility in the proportion of current assets 
investment. These two companies are highly conservative in current assets policy. Out of 19 
companies, 11 companies have mean investment in current assets of 30% which is equal to 
industry aggregate.  
These companies are Andhra Cements Ltd., Birla Corporation Ltd., and Century Textiles & Inds. 
Ltd., Dalmia Cement (Bharat) Ltd., Gujarat Sidhee Cement Ltd., Heidelberg Cement India Ltd., 
K C P Ltd., Mangalam Cement Ltd., N C L Industries Ltd., O C L India Ltd.and Shree Digvijay 
Cement Co. Ltd. 
Century Textiles & Inds. Ltd., Birla Corporation Ltd., Dalmia Cement (Bharat) Ltd., Gujarat 
Sidhee Cement Ltd and India Cements Ltd have less volatility in maintaining the proportion of 
current asset investment as its coefficient of variation is around 5% to 8%. Other companies has 
coefficient of variation is around 20% which means its ratio fluctuates more from their mean 
values. K C P Ltd., Heidelberg Cement India Ltd., and Shree Digvijay Cement Co. Ltd. have 
current assets to fixed assets ratio of 25% to 33% which is more than industry aggregate but less 
than J K Lakshmi Cement Ltd and Madras Cements Ltd. They are also considered to be 
conservative in current assets policy. These companies have enough liquidity to pay their 
obligations. They are more cautious towards their solvency rather than profitability. There are 
few companies like Prism Cement Ltd., Binani Cement Ltd., India Cements Ltd., and Ultratech 
Cement Ltd., maintain their current assets around 20% in total assets. They are little aggressive 
in relative assets liquidity position. Rest of the companies like Madras Cements Ltd., India 
Cements Ltd., J K Lakshmi Cement Ltd., Madras Cements Ltd. and Binani Cement Ltd Cements 
are very aggressive. They have current assts proportion of around only 14 to 25% in the total 
assets. 
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Table 4.13 
Current Assets to Total Assets Ratio (%) 
Sr. No. Name of Company 2003-04 2004-05 2005-06 2006-07 2007-08 2008-09
1 A C C Ltd. 27.22 27.58 27.66 34.83 35.50 34.20
2 Ambuja Cements Ltd. 17.08 15.75 19.57 26.10 30.22 31.01
3 Andhra Cements Ltd. 18.66 20.90 N.A 28.01 64.16 33.49
4 Binani Cement Ltd. 9.43 9.02 20.26 14.18 25.68 23.19
5 Birla Corporation Ltd. 40.29 38.40 36.23 47.16 37.91 45.61
6 Century Textiles & Inds. Ltd. 36.25 38.01 40.29 38.74 35.36 36.19
7 Dalmia Cement (Bharat) Ltd. 42.25 36.30 32.17 30.77 30.26 26.74
8 Gujarat Sidhee Cement Ltd. 53.20 55.33 43.88 55.67 N.A 51.09
9 Heidelberg Cement India Ltd. 29.75 33.69 37.03 50.23 63.54 61.43
10 India Cements Ltd. 21.11 20.87 25.58 25.03 24.99 21.68
11 J K Lakshmi Cement Ltd. 14.13 14.98 15.59 25.40 35.71 32.15
12 K C P Ltd. 49.12 54.24 58.53 54.76 61.00 68.90
13 Madras Cements Ltd. 20.47 23.97 24.62 32.81 23.89 19.94
14 Mangalam Cement Ltd. 26.33 26.49 34.70 36.09 41.37 42.43
15 N C L Industries Ltd. 45.54 46.68 34.34 30.78 37.16 26.23
16 O C L India Ltd. 47.28 40.98 39.57 40.48 30.95 28.69
17 Prism Cement Ltd. 17.53 19.70 22.97 25.59 28.03 23.99
18 Shree Digvijay Cement Co. Ltd. 34.06 43.40 38.52 52.01 43.81 58.75
19 Ultratech Cement Ltd. 16.67 20.14 22.33 22.97 21.41 20.28
 20 Overall Cement Industry 29.81 30.86 31.88 35.35 37.27 36.10
         (Source: PROWESS, CMIE Database.) 
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Chart No. 4.10 
Current Assets to Total Assets Ratio (%) 
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Table 4.14 
Descriptive Statistics for Current Assets to Total Assets Ratio 
Sr. No. Name of Company Mean S. D. C.V. Max. Min. 
1 A C C Ltd. 31.17 4.05 13.00 35.50 27.22
2 Ambuja Cements Ltd. 23.29 6.70 28.79 31.01 15.75
3 Andhra Cements Ltd. 33.04 18.36 55.56 64.16 18.66
4 Binani Cement Ltd. 16.96 7.12 41.96 25.68 9.02
5 Birla Corporation Ltd. 40.93 4.44 10.85 47.16 36.23
6 Century Textiles & Inds. Ltd. 37.47 1.87 4.98 40.29 35.36
7 Dalmia Cement (Bharat) Ltd. 33.08 5.45 16.49 42.25 26.74
8 Gujarat Sidhee Cement Ltd. 51.83 4.81 9.28 55.67 43.88
9 Heidelberg Cement India Ltd. 45.94 14.56 31.69 63.54 29.75
10 India Cements Ltd. 23.21 2.21 9.52 25.58 20.87
11 J K Lakshmi Cement Ltd. 22.99 9.48 41.22 35.71 14.13
12 K C P Ltd. 57.76 6.80 11.77 68.90 49.12
13 Madras Cements Ltd. 24.28 4.62 19.01 32.81 19.94
14 Mangalam Cement Ltd. 34.57 6.98 20.19 42.43 26.33
15 N C L Industries Ltd. 36.79 8.10 22.02 46.68 26.23
16 O C L India Ltd. 37.99 6.93 18.23 47.28 28.69
17 Prism Cement Ltd. 22.97 3.84 16.73 28.03 17.53
18 Shree Digvijay Cement Co. 
Ltd
45.09 8.99 19.93 58.75 34.06
19 Ultratech Cement Ltd. 20.63 2.24 10.84 22.97 16.67
 20 Overall Cement Industry 33.55 3.09 9.20 37.27 29.81
(Source: PROWESS, CMIE Database.) 
Proportion of Current Assets Number of Companies 
More than 50% 2 
40 % to 50% 3 
30% to 40% 7 
20% to 30% 6 
10% to 20% 1 
  
116 
All the sample companies are categorized in the following manner according to their current 
assets proportion in total assets. Thus the most of the companies has aggressive and moderate 
relative assets liquidity position. 
 
4.5 Liquidity Vs Profitability 
 
Table 4.5.1 depicts the current ratio as a means of liquidity and Return on Total Assets (ROTA) 
as a measure of profitability. Table 4.5.2 depicts the current assets to total assets ratio as a 
measure of relative assets liquidity and ROTA as a measure of profitability.  
A C C Ltd. has fluctuating trend in current ratio which indicates improving position on liquidity 
side but at the same time its current assets are declining in the total proportion of assets. In the 
year 2003-04, its current ratio was 1.3 that increased to 1.48 in the year 2007-08 but its CA to 
TA ratio was increased from 27.22% to 35.50% in the period of 2007-08. That means that 
company has reduced the level of current assets as well as current liabilities but the reduction in 
liabilities are more. On the other hand its ROTA has improved a lot. In the year 2003-04, it was 
having 10.78 % of profit but during span of five years it increases to 23.60% that shows that A C 
C Ltd. has improved both on liquidity as well as profitability.  
Ambuja Cements Ltd.has improved its profitability at the cost of its liquidity. Its current ratio 
was 1.3 and its CA to TA ratio was 17.08% in the year 2003-04, that increased to 1.81 and 31.01 
% respectively in the year 2008-09. The ROTA has reached to 26.86% from the positive level. 
Thus it has very tight liquidity position with aggressive approach to improve its profitability.  
Andhra Cement has also the same scenario. Its current ratio has declined from 1.71 to 0.26 and 
CA to TA ratio has increased from 18.66% to 33.49% over a study period but its ROTA has 
increased from -5.47% to 12.99 % during the same period. Thus Andhra cement has tradeoff 
between liquidity and profitability.  
Binani Cement Ltd has somewhat increasing trend. Binani Cement Lt has reduced its current 
assets investment from 9.43% to 9.02% in first two years but increased in the last four years. The 
relative asset liquidity has increased but its current ratio has not shown massive increments and 
remains at the level of 0.54in the last years of study period. Binani Cement Ltd has not much 
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gained on its profitability as ROTA has decreased by 7% from their previous level in the last 
year.  
Birla Corporation has improved its profitability by declining its liquidity. Its current ratio was 
1.68 and CA to TA ratio was 1.68 % in 2003-04 and in the same year its ROTA was 12.44%. 
Over a period of five years, it has loosened its liquidity position and increased its current ratio to 
2.52 and current assets proportion to 2.52%. As a result, its ROTA has gained momentum and it 
has reached to the level of 31.10% in the year 2008-09 
Table 4.15 
Current Ratio and Return on Total Assets 
Sr. 
No. Name of Company 2003-04 2004-05 2005-06 2006-07 2007-08 2008-09 
    CR ROTA CR ROTA CR ROTA CR ROTA CR ROTA CR ROTA 
1 A C C Ltd. 1.3 10.78 1.14 13.58 1.27 16.94 1.58 31.41 1.48 33.37 1.27 23.60 
2 Ambuja Cements Ltd. 1.2 15.44 1.13 16.52 1.76 20.74 1.91 48.61 2.24 49.56 1.81 26.86 
3 Andhra Cements Ltd. 0.26 -5.47 0.25 10.21   N.A. 0.42 38.27 2.48 22.28 1.71 12.99 
4 Binani Cement Ltd. 0.67 11.37 0.62 11.15 1.61 11.91 0.96 15.85 0.83 20.22 0.54 13.22 
5 Birla Corporation Ltd. 1.68 12.44 1.46 16.84 1.31 19.42 1.7 46.70 2.21 54.75 2.52 31.10 
6 Century Textiles & Inds. Ltd. 0.93 6.58 1.21 7.76 0.89 10.35 1.04 14.90 1.04 13.45 1.19 11.30 
7 Dalmia Cement (Bharat) Ltd. 3.46 9.35 2.32 4.92 1.74 11.40 1.84 19.25 0.86 20.90 1.21 11.06 
8 Gujarat Sidhee Cement Ltd. 1.69 -7.66 1.23 -10.80 0.99 25.21 1.61 41.41   N.A. 1.01 59.92 
9 Heidelberg Cement India Ltd. 0.72 -1.01 0.73 3.81 0.76 -15.89 2.27 11.44 2.42 19.26 2.54 12.87 
10 India Cements Ltd. 0.84 2.01 0.75 4.69 1.32 6.74 2.07 16.19 2.34 18.96 1.63 12.51 
11 J K Lakshmi Cement Ltd. 1.13 0.77 1.53 4.65 2.47 9.14 2.66 20.21 2.81 23.37 2.27 18.44 
12 K C P Ltd. 1.05 5.57 1.21 13.03 1.26 16.36 1.46 30.06 1.88 32.14 1.92 24.85 
13 Madras Cements Ltd. 3.42 8.84 4.27 7.69 2.73 11.26 1.93 26.23 2.58 20.50 1.87 15.76 
14 Mangalam Cement Ltd. 0.29 -8.61 1.79 97.98 2.27 16.00 1.9 18.90 1.75 33.28 1.45 27.91 
15 N C L Industries Ltd. 1.45 9.38 1.32 9.71 1.37 10.51 1.02 14.37 1.35 15.70 1.4 11.58 
16 O C L India Ltd. 1.44 10.44 1.47 9.24 1.36 10.38 1.61 15.35 1.33 16.12 1.39 14.31 
17 Prism Cement Ltd. 0.97 0.85 1.15 6.53 1.06 11.97 1.16 22.52 1.89 58.75 1.6 23.25 
18 Shree Digvijay Cement Co. Ltd. 0.35 0.41 0.67 -1.10 0.91 39.65 1.73 34.52 1.99 -7.48 4.2 12.22 
19 Ultratech Cement Ltd. 1.38 5.25 1.19 2.25 1.79 10.87 1.98 30.03 0.94 26.00 1.33 22.22 
20 Overall Cement Industry 1.28 4.56 1.34 12.04 1.49 13.50 1.62 26.12 1.80 26.17 1.73 20.31 
(Source: PROWESS, CMIE Database.) 
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Century Textiles & Inds Ltd. has very poor performance in managing their liquidity and 
profitability. Its liquidity parameters are reduced at very low level which does not result into the 
any Favourable impact on profitability. It has little positive return on its.  
Dalmia Cement (Bharat) Ltd.has improved its profitability by maintaining aggressive working 
capital policy. Its current ratio was 1.21 in 2008-09 and current assets proportion was 26.74% in 
the said year. In the year 2008-09, it has reduced its current ratio in the last years of the study 
period and CA to TA ratio to 26.74% and as a result its profitability in terms of ROTA has rose 
to 11.06% in the year 2008-09 compare to 9.35% in the beginning of the study period.  
Gujarat Sidhee Cement Ltd., a flagship company in cement group, is very different case as this is 
the company which was lacking at both aspects i.e. liquidity and profitability. That means could 
not maintain its liquidity at high level, it is also not in a position to maintain its profitability at 
rising trend. Its current ratio has not been up to standard from 1.69 to 1.01 and at the same time 
its ROTA was negative from -7.66% in 2003-04 and highly grown to 59.92% in the last years of 
study period.   
Heidelberg Cement India Ltd. has also tried to make tradeoff between liquidity and profitability. 
But still they have not achieved their goals as the data shows that current ratio and CA to TA 
ratio and ROTA all the measures of liquidity and profitability are highly fluctuated during the 
study period.  
India Cements Ltd. has upward trend in current ratio from 0.84to 1.63 in the last five year that 
indicates high liquidity and on the other hand its profitability is adversely affected and its ROTA 
has turned into be very low in the form of figure.  
J K Lakshmi Cement Ltd has made its liquidity position tight by reducing current ratio as well as 
current assets proportion but it has not gained on the profitability aspects as its ROTA was 18.44 
in 2008-09, The company had been able to keep balance in the form of trade off between 
liquidity and profitability.  
K C P Ltd has also the same case as it is also suffered on both the ground of liquidity and 
profitability.  
Madras Cements Ltd. has improved its profitability position in terms of ROTA by managing 
their liquidity in terms of current ratio. Its current ratio was 3.42 and ROTA was 8.84% in the 
year 2003-04, but in the year 2008-09, it has reduced its current ratio to 1.87 and increased its 
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ROTA to 15.76%. Its relative assets liquidity has decreased and current assets proportion has 
decreased to 19.94% in the year 2002-03.  
Mangalam Cement Ltd. has increased its relative assets liquidity by increasing its current assets 
proportion from 26.33% to 42.43% over last five year. Since this has resulted into increasing in 
profitability by -8.61% to 27.91%.  
Table 4.16 
Current Asset to Total Assets Ratio and Return on Total Assets 
Sr. 
No. Name of Company Mar-04 Mar-05 Mar-06 Mar-07 Mar-08 Mar-09 
  RATIO 
CA 
TO 
TA ROTA 
CA 
TO 
TA ROTA 
CA 
TO 
TA ROTA 
CA 
TO 
TA ROTA 
CA 
TO 
TA ROTA 
CA 
TO 
TA ROTA 
1 A C C Ltd. 27.22 10.78 27.58 13.58 27.66 16.94 34.83 31.41 35.50 33.37 34.20 23.60 
2 Ambuja Cements Ltd. 17.08 15.44 15.75 16.52 19.57 20.74 26.10 48.61 30.22 49.56 31.01 26.86 
3 Andhra Cements Ltd. 18.66 -5.47 20.90 10.21 N.A. N.A. 28.01 38.27 64.16 22.28 33.49 12.99 
4 Binani Cement Ltd. 9.43 11.37 9.02 11.15 20.26 11.91 14.18 15.85 25.68 20.22 23.19 13.22 
5 Birla Corporation Ltd. 40.29 12.44 38.40 16.84 36.23 19.42 47.16 46.70 37.91 54.75 45.61 31.10 
6 Century Textiles & Inds. Ltd. 36.25 6.58 38.01 7.76 40.29 10.35 38.74 14.90 35.36 13.45 36.19 11.30 
7 Dalmia Cement (Bharat) Ltd. 42.25 9.35 36.30 4.92 32.17 11.40 30.77 19.25 30.26 20.90 26.74 11.06 
8 Gujarat Sidhee Cement Ltd. 53.20 -7.66 55.33 -10.80 43.88 25.21 55.67 41.41 N.A. N.A. 51.09 59.92 
9 Heidelberg Cement India Ltd. 29.75 -1.01 33.69 3.81 37.03 -15.89 50.23 11.44 63.54 19.26 61.43 12.87 
10 India Cements Ltd. 21.11 2.01 20.87 4.69 25.58 6.74 25.03 16.19 24.99 18.96 21.68 12.51 
11 J K Lakshmi Cement Ltd. 14.13 0.77 14.98 4.65 15.59 9.14 25.40 20.21 35.71 23.37 32.15 18.44 
12 K C P Ltd. 49.12 5.57 54.24 13.03 58.53 16.36 54.76 30.06 61.00 32.14 68.90 24.85 
13 Madras Cements Ltd. 20.47 8.84 23.97 7.69 24.62 11.26 32.81 26.23 23.89 20.50 19.94 15.76 
14 Mangalam Cement Ltd. 26.33 -8.61 26.49 97.98 34.70 16.00 36.09 18.90 41.37 33.28 42.43 27.91 
15 N C L Industries Ltd. 45.54 9.38 46.68 9.71 34.34 10.51 30.78 14.37 37.16 15.70 26.23 11.58 
16 O C L India Ltd. 47.28 10.44 40.98 9.24 39.57 10.38 40.48 15.35 30.95 16.12 28.69 14.31 
17 Prism Cement Ltd. 17.53 0.85 19.70 6.53 22.97 11.97 25.59 22.52 28.03 58.75 23.99 23.25 
18 Shree Digvijay Cement Co. Ltd. 34.06 0.41 43.40 -1.10 38.52 39.65 52.01 34.52 43.81 -7.48 58.75 12.22 
19 Ultratech Cement Ltd. 16.67 5.25 20.14 2.25 22.33 10.87 22.97 30.03 21.41 26.00 20.28 22.22 
20 Overall Cement Industry 29.81 4.56 30.86 12.04 31.88 13.50 35.35 26.12   26.17 26.17 20.31 
(Source: PROWESS, CMIE Database.) 
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N C L Industries Ltd.has declined its current ratio as well as current assets proportion in total 
assets but its profitability is also declining. N C L Industries Ltd has declined its CA to TA ratio 
from 45.54% in 2003-04 to 42.43% in the year 2008-09 but at the same time its profitability in 
terms ROTA has declined from 9.38% to 11.58% in the year 2002-03. 
 
O C L India Ltd has consistent performance in terms of current ratio and current assets 
proportion over the six years of study period of time but the ratio is less than ideal ratio of 2:1. 
Its profitability is also not much volatile during study period. O C L India Ltd has very its 
liquidity is very low. Its current assets proportion is on an average around 25%% and its ROTA 
is around 10.44% to 14.31%. Its current ratio is also less than industry average. 
Prism Cement Ltd. has also tightened its liquidity by declining current ratio and CA to TA ratio 
but on the contrary it has failed in generating positive impact on profitability. As its current ratio 
declines from 0.97 to 1.6 and current assets proportion from 17.53% to 23.99% but its ROTA is 
also inclined from 0.85% to 23.25%.  
Shree Digvijay Cement Co. Ltd. has made a trade off liquidity and profitability. It has negative 
ROTA in the year 2004-05 and 2007-08. It started focusing on its liquidity by keeping the 
current ratio between 0.35 to 4.2 and its ROTA turns into positive figure of 12.22%.  
Ultratech Cement Ltd.has showed downward trend in all the parameters of liquidity and upward 
trend in all parameter of profitability. 
 
4.6 Working Capital Turnover 
 
Working capital turnover is the important dimension to measure the efficiency of current assets 
utilization. These ratios are based on the relationship between sales or cost of goods sold and the 
level of various current assets employed by company. In this section, gross working capital and 
net working capital turnover ratios are analyzed. Apart from that inventory turnover, debtors 
turnover and cash turnover ratios are analyzed for six years of study period. 
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Table 4.17 
Gross Working Capital Turnover Ratio 
Sr. No. Name of Company 2003-04 2004-05 2005-06 2006-07 2007-08 2008-09
1 A C C Ltd. 4.2 4.1 3.0 3.5 3.6 3.1
2 Ambuja Cements Ltd. 4.9 4.9 5.3 6.4 4.0 3.1
3 Andhra Cements Ltd. 3.7 4.3 N.A 2.7 2.2 2.6
4 Binani Cement Ltd. 8.2 10.1 3.9 4.7 2.7 4.3
5 Birla Corporation Ltd. 5.6 5.1 4.7 3.7 5.0 3.0
6 Century Textiles & Inds. Ltd. 3.0 3.4 3.1 3.2 3.1 2.7
7 Dalmia Cement (Bharat) Ltd. 1.6 1.4 1.7 1.8 2.1 2.0
8 Gujarat Sidhee Cement Ltd. 2.5 3.1 5.3 4.6 N.A 8.5
9 Heidelberg Cement India Ltd. 4.0 4.3 4.4 2.6 2.2 1.7
10 India Cements Ltd. 2.0 2.4 2.5 2.7 2.7 2.9
11 J K Lakshmi Cement Ltd. 6.7 5.6 5.2 3.5 2.5 2.7
12 K C P Ltd. 2.1 2.0 1.6 2.1 2.1 1.4
13 Madras Cements Ltd. 3.5 2.9 3.6 2.9 3.0 3.2
14 Mangalam Cement Ltd. 5.5 7.6 6.1 2.4 3.4 3.4
15 N C L Industries Ltd. 1.8 2.2 2.1 2.2 1.8 2.7
16 O C L India Ltd. 2.0 2.2 2.3 2.2 2.1 2.6
17 Prism Cement Ltd. 4.5 4.9 4.7 5.5 6.2 4.7
18 Shree Digvijay Cement Co. Ltd. 3.3 1.6 4.9 3.5 3.8 2.2
19 Ultratech Cement Ltd. 4.9 4.7 4.9 5.7 4.8 5.3
20 AVERAGE  3.9 4.0 3.9 3.5 3.2 3.3
(Source: PROWESS, CMIE Database.) 
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Chart 4.11 
Gross Working Capital Turnover Ratio 
 
 
 
The overall cement industry aggregates shows 3.9 times of gross working capital turnover with 
9.85% of coefficient of variation. Andhra Cements Ltd., Dalmia Cement (Bharat) Ltd., Gujarat 
Sidhee Cement Ltd., India Cements Ltd. K C P Ltd. N C L Industries Ltd and O C L India Ltd. 
has mean working capital turnover of less than industry average. While Century Textiles & Inds. 
Ltd has working capital turnover near to industry average. Rest of 11 companies have 
outperformed industry and reported higher turnover ratio compare to industry average.  
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Table 4.18 
Descriptive Statistics for Gross Working Capital Turnover 
Sr. No. Name of Company Mean S. D. C.V. Max. Min. 
1 A C C Ltd. 3.6 0.5 13.48 4.2 3.0
2 Ambuja Cements Ltd. 4.8 1.1 23.47 6.4 3.1
3 Andhra Cements Ltd. 3.1 0.9 27.73 4.3 2.2
4 Binani Cement Ltd. 5.6 2.9 50.61 10.1 2.7
5 Birla Corporation Ltd. 4.5 1.0 21.59 5.6 3.0
6 Century Textiles & Inds. Ltd. 3.1 0.2 7.04 3.4 2.7
7 Dalmia Cement (Bharat) Ltd. 1.8 0.3 14.54 2.1 1.4
8 Gujarat Sidhee Cement Ltd. 4.8 2.4 49.09 8.5 2.5
9 Heidelberg Cement India Ltd. 3.2 1.2 36.84 4.4 1.7
10 India Cements Ltd. 2.5 0.3 12.94 2.9 2.0
11 J K Lakshmi Cement Ltd. 4.4 1.7 39.23 6.7 2.5
12 K C P Ltd. 1.9 0.3 16.71 2.1 1.4
13 Madras Cements Ltd. 3.2 0.3 10.16 3.6 2.9
14 Mangalam Cement Ltd. 4.7 2.0 41.85 7.6 2.4
15 N C L Industries Ltd. 2.1 0.3 15.47 2.7 1.8
16 O C L India Ltd. 2.2 0.2 8.66 2.6 2.0
17 Prism Cement Ltd. 5.1 0.7 13.08 6.2 4.5
18 Shree Digvijay Cement Co. Ltd. 3.2 1.2 37.01 4.9 1.6
19 Ultratech Cement Ltd. 5.1 0.4 7.66 5.7 4.7
20 AVERAGE  3.6 0.4 9.85 4.0 3.2
           (Source: PROWESS, CMIE Database.) 
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Out of 19 companies, 2 companies have less than 2 times of mean working capital turnover and 4 
companies have the said ratio in the interval of 2 times to 3 times. Rests of 12 companies have 
the said ratio more than 3 times. 
The highest mean working capital turnover ratio is reported by Binani Cement Ltd. Its mean 
working capital turnover ratio is 5.6 times that mean it has utilized its current assets very 
efficiently. Its coefficient of variation is 50.61 which is very high as its working capital turnover 
ratio ranges from the lowest figure of 2.7 times in the year 2007-08 to highest figure of 10.1.The 
most consistent ratio and lowest coefficient of variation is reported by Century Textiles & Inds. 
Ltd. Its coefficient of variation is only 7.04% and the working capital turnover ratio ranges from 
2.7times to 3.4 times during the study period. On the other hand Ultratech Cement Ltd has very 
volatile working capital turnover as its coefficient of variation is 7.66% with mean value of 5.1 
times. In the year 2004-05, it has very low working capital turnover with 4.7 times but in the 
subsequent years it has improved and reported 4.9 times of working capital turnover in the year 
2005-06. It was not maintained in the year 2007-08 and declined to 4.8 times. During last six 
years the maximum gross working capital turnover is reported by Binani Cement Ltd. in the year 
2004-05. It has 10.10 times of gross working capital turnover in the said year. Heidelberg 
Cement India Ltd. is continuously improving its working capital turnover. K C P Ltd is the 
company who has lowest level of working capital turnover of 1.6 times in the year 2004-05. 
Even among all the companies this is the only company who has working capital turnover of less 
than one.  
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Table 4.19 
Total Inventory Turnover Ratio 
Sr. No. Name of the Company 2003-04 2004-05 2005-06 2006-07 2007-08 2008-09
1 A C C Ltd. 10.75 9.86 8.67 10.53 11.58 11.10
2 Ambuja Cements Ltd. 9.62 10.59 12.89 12.92 9.31 9.52
3 Andhra Cements Ltd. 9.87 14.32 N.A.  6.97 9.38 8.38
4 Binani Cement Ltd. 11.54 14.4 17.39 17.22 8.36 7.97
5 Birla Corporation Ltd. 11.39 12.97 13.72 14.44 11.62 10.35
6 Century Textiles & Inds. Ltd. 5.48 6.44 6.18 7.56 6.47 6.50
7 Dalmia Cement (Bharat) Ltd. 2.82 2.91 3.39 5.74 4.91 3.86
8 Gujarat Sidhee Cement Ltd. N.A. 10.16 9.40 12.68 15.62 12.74
9 Heidelberg Cement India Ltd. 8.14 9.00 10.22 11.57 13.36 15.34
10 India Cements Ltd. 7.89 7.68 8.81 11.29 11.87 10.35
11 J K Lakshmi Cement Ltd. 10.67 17.85 20.18 21.00 21.80 21.90
12 K C P Ltd. 4.41 4.73 4.43 5.48 6.87 5.71
13 Madras Cements Ltd. 9.93 9.45 9.38 12.62 8.81 9.75
14 Mangalam Cement Ltd. 13.82 14.16 15.65 13.51 9.32 9.85
15 N C L Industries Ltd. 3.62 4.48 5.69 5.68 6.88 9.15
16 O C L India Ltd. 4.47 5.58 5.87 6.33 6.30 7.27
17 Prism Cement Ltd. 10.60 9.91 11.03 12.02 11.62 11.82
18 Shree Digvijay Cement Co. Ltd. 6.15 7.11 11.35 12.00 7.94 8.67
19 Ultratech Cement Ltd. 24.14 12.07 11.41 13.49 12.05 11.00
20 Industry average  9.98 10.15 10.97 10.12 9.66 8.29
 (Source: PROWESS, CMIE Database.) 
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Chart No. 4.12 
Total Inventory Turnover Ratio 
 
 
The Inventory turnover ratio reflects the efficient inventory management. The overall industry 
aggregate figure shows the 7.82 times of inventory turnover ratio. The Inventory turnover ratio 
reflects the efficient inventory management. The overall industry aggregate figure shows the 
9.98 times of inventory turnover ratio. Binani Cement Ltd. ,  Century Textiles & Inds. Ltd., 
Dalmia Cement (Bharat) Ltd., Gujarat Sidhee Cement Ltd. India Cements Ltd. K C P Ltd. N C L 
Industries Ltd. O C L India. Rests of 11 companies has outperformed industry and reported 
higher inventory turnover ratio. Companies like A C C Ltd, Ambuja Cements Ltd, Binani 
Cement Ltd, Birla Corporation Ltd, Gujarat Sidhee Cement Ltd. Heidelberg Cement India Ltd, J 
K Lakshmi Cement Ltd, Mangalam Cement Ltd, O C L India Ltd. and Ultratech Cement. 
Ultratech Cement Ltd has highest mean inventory turnover ratio of 14.03 times with highest 
coefficient of variation of 35.83.In the first operating year i.e. 2003-04 only, it has reported 24.14 
times of very high inventory turnover after that it has reported 10 to 11 times of said ratio in 
subsequent years. C P Ltd. has reported all time low inventory turnover of 2.82 times in the year 
2003-04. Even its mean inventory turnover is 3.94 times which very low compare to other 
companies. Prism Cement Ltd.has very higher level of inventory and it is not utilizing its 
inventory to generate sales revenue in an efficient manner. In the year 2008-09, Heidelberg 
Cement India has reported all time high inventory turnover and it figure out to 15.34 times. It 
was very exceptional year because in other years, it has inventory turnover of 10 to 12 times.  
0
5
10
15
20
25
30
A
 C
 C
 L
td
.
A
m
bu
ja
 C
em
en
ts
 L
td
.
A
nd
hr
a 
Ce
m
en
ts
 L
td
.
Bi
na
ni
 C
em
en
t L
td
.
Bi
rl
a 
Co
rp
or
at
io
n 
Lt
d.
Ce
nt
ur
y 
Te
xt
ile
s 
&
 …
D
al
m
ia
 C
em
en
t …
G
uj
ar
at
 S
id
he
e …
H
ei
de
lb
er
g 
Ce
m
en
t …
In
di
a 
Ce
m
en
ts
 L
td
.
J K
 L
ak
sh
m
i C
em
en
t  …
K 
C 
P 
Lt
d.
M
ad
ra
s 
Ce
m
en
ts
 L
td
.
M
an
ga
la
m
 C
em
en
t …
N
 C
 L
 In
du
st
ri
es
 L
td
.
O
 C
 L
 In
di
a 
Lt
d.
Pr
is
m
 C
em
en
t L
td
.
Sh
re
e 
D
ig
vi
ja
y …
U
ltr
at
ec
h 
Ce
m
en
t …
In
du
st
ry
 a
ve
ra
ge
 
R
a
t
i
o
Companies
  
127 
Table 4.20 
Descriptive Statistics for Total Inventory Turnover 
Sr. No. Name of the Company Mean S. D. C.V. Max. Min. 
1 A C C Ltd. 10.42 1.03 9.89 11.58 8.67
2 Ambuja Cements Ltd. 10.81 1.68 15.57 12.92 9.31
3 Andhra Cements Ltd. 9.78 2.77 28.29 14.32 6.97
4 Binani Cement Ltd. 12.81 4.19 32.70 17.39 7.97
5 Birla Corporation Ltd. 12.42 1.55 12.51 14.44 10.35
6 Century Textiles & Inds. Ltd. 6.44 0.67 10.44 7.56 5.48
7 Dalmia Cement (Bharat) Ltd. 3.94 1.17 29.62 5.74 2.82
8 Gujarat Sidhee Cement Ltd. 12.12 2.46 20.29 15.62 9.40
9 Heidelberg Cement India Ltd. 11.27 2.72 24.16 15.34 8.14
10 India Cements Ltd. 9.65 1.78 18.42 11.87 7.68
11 J K Lakshmi Cement Ltd. 18.90 4.30 22.73 21.90 10.67
12 K C P Ltd. 5.27 0.95 18.06 6.87 4.41
13 Madras Cements Ltd. 9.99 1.34 13.46 12.62 8.81
14 Mangalam Cement Ltd. 12.72 2.54 19.98 15.65 9.32
15 N C L Industries Ltd. 5.92 1.94 32.79 9.15 3.62
16 O C L India Ltd. 5.97 0.93 15.65 7.27 4.47
17 Prism Cement Ltd. 11.17 0.81 7.25 12.02 9.91
18 Shree Digvijay Cement Co. Ltd. 8.87 2.34 26.37 12.00 6.15
19 Ultratech Cement Ltd. 14.03 5.03 35.83 24.14 11.00
20 Industry average 9.86 0.88 8.95 10.97 8.29
       (Source: PROWESS, CMIE Database.) 
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Table 4.21 
Debtors Turnover Ratio 
Sr. No. Company Name 2003-04 2004-05 2005-06 2006-07 2007-08 2008-09 
1 A C C Ltd. 8.74 9.59 7.71 11.65 11.73 10.93 
2 Ambuja Cements Ltd. 14.22 19.38 20.36 27.99 17.62 12.90 
3 Andhra Cements Ltd. 6.50 6.75 N.A. 4.89 3.40 3.93 
4 Binani Cement Ltd. 55.80 52.29 38.54 12.58 10.61 30.92 
5 Birla Corporation Ltd. 17.25 10.64 12.41 12.30 11.90 11.57 
6 Century Textiles & Inds. Ltd. 7.74 8.51 8.35 9.88 9.83 7.35 
7 Dalmia Cement (Bharat) Ltd. 7.53 4.26 5.79 4.38 8.27 5.24 
8 Gujarat Sidhee Cement Ltd. 4.10 7.32 10.96 13.07 N.A. 18.65 
9 Heidelberg Cement India Ltd. 9.03 8.93 10.15 8.42 8.65 8.43 
10 India Cements Ltd. 2.67 3.68 3.93 5.43 7.40 6.44 
11 J K Lakshmi Cement Ltd. 11.62 11.95 8.44 13.63 19.24 18.12 
12 K C P Ltd. 5.94 6.20 6.89 7.55 6.15 3.91 
13 Madras Cements Ltd. 6.78 6.98 8.38 6.20 5.55 6.46 
14 Mangalam Cement Ltd. 17.09 28.22 15.53 10.14 18.29 22.91 
15 N C L Industries Ltd. 3.94 4.82 4.17 4.45 4.61 5.14 
16 O C L India Ltd. 4.09 4.06 4.56 5.48 4.86 6.49 
17 Prism Cement Ltd. 9.83 12.88 12.32 15.45 19.23 12.53 
18 Shree Digvijay Cement Co. Ltd. 7.96 2.87 7.52 6.25 14.02 13.77 
19 Ultratech Cement Ltd. 9.46 9.82 11.51 13.03 10.63 12.89 
20 Industry average  11.07 11.53 10.97 10.14 10.67 11.50 
  (Source: PROWESS, CMIE Database.) 
Chart No. 4.13 
Debtors Turnover Ratio 
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Debtor’s turnover ratio refers to efficient management of receivables. Industry aggregate shows 10.98 
times of debtors’ turnover. Out of 19 companies, 3 companies have less than 5 times of debtors’ turnover 
ratio. These companies are N C L Industries Ltd, O C L India Ltd and India Cements Ltd. Out of these 
three companies, N C L Industries Ltd. has lowest mean debtors’ turnover ratio of 4.52, even it has 
reported 3.94times of debtors’ turnover in the year 2003-04.  
Table 4.22 
Descriptive Statistics for Debtors Turnover Ratio 
Sr. No. Company Name Mean S.D C.V Max. Min. 
1 A C C Ltd. 10.06 1.65 16.36 11.73 7.71
2 Ambuja Cements Ltd. 18.74 5.37 28.66 27.99 12.90
3 Andhra Cements Ltd. 5.09 1.50 29.40 6.75 3.40
4 Binani Cement Ltd. 33.46 19.20 57.40 55.80 10.61
5 Birla Corporation Ltd. 12.68 2.33 18.35 17.25 10.64
6 Century Textiles & Inds. Ltd. 8.61 1.05 12.20 9.88 7.35
7 Dalmia Cement (Bharat) Ltd. 5.91 1.66 28.01 8.27 4.26
8 Gujarat Sidhee Cement Ltd. 10.82 5.56 51.43 18.65 4.10
9 Heidelberg Cement India Ltd. 8.93 0.65 7.27 10.15 8.42
10 India Cements Ltd. 4.93 1.81 36.66 7.40 2.67
11 J K Lakshmi Cement Ltd. 13.83 4.13 29.85 19.24 8.44
12 K C P Ltd. 6.11 1.23 20.14 7.55 3.91
13 Madras Cements Ltd. 6.72 0.95 14.14 8.38 5.55
14 Mangalam Cement Ltd. 18.70 6.24 33.35 28.22 10.14
15 N C L Industries Ltd. 4.52 0.43 9.62 5.14 3.94
16 O C L India Ltd. 4.92 0.93 18.97 6.49 4.06
17 Prism Cement Ltd. 13.71 3.24 23.67 19.23 9.83
18 Shree Digvijay Cement Co. Ltd. 8.73 4.38 50.17 14.02 2.87
19 Ultratech Cement Ltd. 11.22 1.52 13.54 13.03 9.46
20 Industry average  10.98 0.53 4.79 11.53 10.14
               (Source: PROWESS, CMIE Database.) 
  
130 
Binani Cement Ltd. has mean debtors turnover of 33.46 times which is highest among all the 
companies. However it coefficient of variation is also high at 57.40%.Binani Cement Ltd has 
reported highest debtors’ turnover of 55.80 times in the year 2003-04. Binani Cement Ltd has 
constantly increasing its debtor’s turnover; it was just 5.42 times in the year 1997-98.  This 
shows the efficient management of debtors to realize sales revenue. Apart from Birla 
Corporation Ltd, J K Lakshmi Cement Ltd, Mangalam Cement Ltd and Ambuja Cements Ltd has 
also reported mean debtors turnover of 12.68, times 13.83times 18.70 times and 11.22 times 
respectively.  
Table 4.23 
Cash Turnover Ratio 
Sr. No. Company Name 2003-04 2004-05 2005-06 2006-07 2007-08 2008-09
1 A C C Ltd. 60.03 79.38 36.22 10.43 10.58 8.41
2 Ambuja Cements Ltd. 65.60 33.44 34.97 18.56 9.95 8.34
3 Andhra Cements Ltd. 26.59 46.45 N.A. 18.17 29.17 43.65
4 Binani Cement Ltd. 52.57 60.11 5.70 16.37 11.94 19.59
5 Birla Corporation Ltd. 27.87 46.22 24.04 51.94 63.53 6.54
6 Century Textiles & Inds. Ltd. 68.59 91.67 79.12 25.77 83.55 65.52
7 Dalmia Cement (Bharat) Ltd. 15.11 22.03 10.82 10.63 19.26 35.54
8 Gujarat Sidhee Cement Ltd. 18.37 16.61 55.78 14.75 N.A. 166.73
9 Heidelberg Cement India Ltd. 91.83 171.83 127.63 7.38 3.94 2.64
10 India Cements Ltd. 331.01 474.52 41.94 11.35 8.39 12.33
11 J K Lakshmi Cement Ltd. 65.58 26.29 57.87 6.44 3.71 4.30
12 K C P Ltd. 22.62 25.48 9.70 13.04 10.63 5.63
13 Madras Cements Ltd. 16.14 20.39 24.15 31.86 102.15 75.54
14 Mangalam Cement Ltd. 39.54 33.56 54.62 10.36 43.10 15.85
15 N C L Industries Ltd. 33.81 38.59 22.63 39.09 5.30 24.25
16 O C L India Ltd. 32.79 38.27 20.22 9.91 9.10 10.65
17 Prism Cement Ltd. 66.29 34.48 56.49 40.17 80.16 28.71
18 Shree Digvijay Cement Co. Ltd. 56.58 54.81 105.03 135.27 17.39 3.81
19 Ultratech Cement Ltd. 64.38 54.35 61.45 61.21 62.43 68.53
20 Industry average  60.81 72.02 46.02 28.04 31.91 31.92
      (Source: PROWESS, CMIE Database.) 
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Chart No. 4.14 
Cash Turnover Ratio 
 
 
 
 
 
Cash turnover refers to effective and efficient utilization of cash in the revenue generation of 
company. Cement industry aggregate shows the average 62.58 times of cash turnover ratio. Out 
of 19 companies, 1 company named K C P Ltd, has reported cash turnover of less than 20 times 
that show the good utilization of cash.4 companies named A C C Ltd., Andhra Cements Ltd, 
Birla Corporation Ltd. and Mangalam Cement Ltd have cash turnover in the interval of 40 times 
to 50 times. Companies like Century Textiles & Inds. Ltd, Gujarat Sidhee Cement Ltd., 
Heidelberg Cement India Ltd., India Cements Ltd., Prism Cement Ltd., Shree Digvijay Cement 
Co. Ltd., and Ultratech Cement Ltd. have even more than 50 times of cash turnover ratio. They 
all have outperformed industry. Rests of 7 companies have the said ratio in the interval of 10 
times to 40 times. 
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Table 4.24 
Descriptive Statistics for Cash Turnover Ratio 
Sr. No. Company Name Mean S.D.  C.V Max. Min. 
1 A C C Ltd. 34.18 30.00 87.79 79.38 8.41
2 Ambuja Cements Ltd. 28.48 21.41 75.18 65.60 8.34
3 Andhra Cements Ltd. 32.81 11.93 36.37 46.45 18.17
4 Binani Cement Ltd. 27.71 22.78 82.21 60.11 5.70
5 Birla Corporation Ltd. 36.69 20.93 57.05 63.53 6.54
6 Century Textiles & Inds. Ltd. 69.04 23.27 33.71 91.67 25.77
7 Dalmia Cement (Bharat) Ltd. 18.90 9.33 49.36 35.54 10.63
8 Gujarat Sidhee Cement Ltd. 54.45 65.03 119.44 166.73 14.75
9 Heidelberg Cement India Ltd. 67.54 73.42 108.70 171.83 2.64
10 India Cements Ltd. 146.59 203.92 139.11 474.52 8.39
11 J K Lakshmi Cement Ltd. 27.37 28.01 102.34 65.58 3.71
12 K C P Ltd. 14.52 7.81 53.82 25.48 5.63
13 Madras Cements Ltd. 45.04 35.34 78.47 102.15 16.14
14 Mangalam Cement Ltd. 32.84 16.85 51.30 54.62 10.36
15 N C L Industries Ltd. 27.28 12.84 47.06 39.09 5.30
16 O C L India Ltd. 20.16 12.69 62.96 38.27 9.10
17 Prism Cement Ltd. 51.05 20.00 39.19 80.16 28.71
18 Shree Digvijay Cement Co. Ltd. 62.15 50.35 81.02 135.27 3.81
19 Ultratech Cement Ltd. 62.06 4.64 7.48 68.53 54.35
20 Industry average  62.58 75.37 47.25 30.21 34.78
     (Source: PROWESS, CMIE Database.) 
India Cements Ltd has reported highest mean cash turnover of 146.59 times. But it has very high 
coefficient of variation of 139.11%.  In the year 2004-05, India Cement has reported 474.52 
times of cash turnover but in the subsequent year, it has declined to 41.94 times. Dalmia Cement 
(Bharat) Ltd. has also reported mean cash turnover of 18.90 times. O C L India Ltd. has the 
lowest mean cash turnover of 20.16 times with 62.96 % of coefficient of variation. 
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4.7 Operating Cycle Analysis 
Cement Industry aggregate figure shows that it has raw material holding period of 27 days. Out 
of 19 sample companies, 10 companies have mean raw material holding period lower than 
industry figure while 4 companies named Shree Digvijay Cement Co. Ltd., O C L India Ltd., 
Century Textiles & Inds. Ltd., Dalmia Cement (Bharat) Ltd., N C L Industries Ltd.and Shree 
Digvijay Cement Co. Ltd have average Raw material holding period (RMHP) more than industry 
average. 
Work-in-process holding period is on an average 8 days. A C C Ltd., K C P Ltd N C L Industries 
Ltd and Shree Digvijay Cement Co. Ltd have work-in-process conversion period of more than 8 
days. K C P Ltd. has the highest level of WIPCP of 37 days. Rests of all companies have WIPCP 
of 8 days or less. J K Lakshmi Cement Ltd. has only 3 days of WIPCP.  
Finished Goods Holding Period (FGHP) is 4.6 days for the industry aggregates with 26.46% of 
coefficient of variation. Gujarat Sidhee Cement Ltd is not performing well as its FGHP is of 65.4 
days and N C L Industries Ltd and Prism Cement are next to OCL with 27.6 and 15.3 days of 
FGHP. K C P Ltd. is performing well as its FGHP is only 2.7 days. Rests of all companies have 
4 to 5 days of FGHP.  
Cement Industry aggregates shows an average 9 days of debtors’ collection period. K C P Ltd 
has the highest debtors’ collection period of 25 days. Next to it, N C L Industries Ltd., O C L 
India Ltd. and Mangalam Cement Ltd. have DCP of around 15 days. On the other hand J K 
Lakshmi Cement Ltd.has only 2 days of debtors’ collection period. 
Total Gross Operating Cycle of Cement Industry average is 102 days. Dalmia Cement (Bharat) 
Ltd. is the only public sector company not capable of reducing its operating cycle. Dalmia 
Cement (Bharat) Ltd. has mean operating cycle of 206 days. Next to it K C P Ltd has mean 
operating cycle of 200 days. Otherwise all the companies have mean operating cycle period near 
to 75 days of industry aggregate.  
Creditors Deferral Period is 34 days for industry on average basis. Only Andhra cement is able to 
get mean creditors deferral period of 126 days which is very higher than industry average. Shree 
Digvijay Cement Co. Ltd has 65 days, Dalmia Cement (Bharat) Ltd has 89 days, N C L 
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Industries Ltd. has 41 days and O C L India Ltd has 42 days of creditors’ deferral period. Prism 
Cement Ltd has only 20 days of creditors’ deferral period.  
The Net Operating Cycle or Cash Cycle is 29 days on average basis for cement industry. O C L 
India Ltd has outperformed industry and achieved Net operating cycle of 97 days while Shree 
Digvijay Cement Co. Ltd has -18 days of net The Net Operating Cycle . 
Table 4.25 
Raw material holding Period (Days) 
Sr. No. Name of Company 2003-04 2004-05 2005-06 2006-07 2007-08 2008-09
1 A C C Ltd. 22 28 35 22 23 25 
2 Ambuja Cements Ltd. 29 28 28 17 25 36 
3 Andhra Cements Ltd. 19 14 N.A 23 35 27 
4 Binani Cement Ltd. 18 16 17 20 47 24 
5 Birla Corporation Ltd. 13 13 16 19 23 23 
6 Century Textiles & Inds. Ltd. 39 33 35 29 36 31 
7 Dalmia Cement (Bharat) Ltd. 46 51 46 21 34 36 
8 Gujarat Sidhee Cement Ltd. 21 24 15 15 N.A 16 
9 Heidelberg Cement India Ltd. 27 28 32 32 18 16 
10 India Cements Ltd. 24 31 30 25 25 26 
11 J K Lakshmi Cement Ltd. 12 11 15 13 12 14 
12 K C P Ltd. 36 34 51 36 21 31 
13 Madras Cements Ltd. 12 38 20 21 32 33 
14 Mangalam Cement Ltd. 19 20 19 37 34 17 
15 N C L Industries Ltd. 25 19 20 25 27 24 
16 O C L India Ltd. 47 42 40 37 39 33 
17 Prism Cement Ltd. 27 24 30 24 25 34 
18 Shree Digvijay Cement Co. Ltd. 44 67 14 28 33 30 
19 Ultratech Cement Ltd. 18 21 20 20 26 22 
20 AVERAGE  26 28 27 24 29 26 
      (Source: PROWESS, CMIE Database.) 
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Chart No 4.15 
Raw material holding Period (Days) 
 
 
 
A C C Ltd has improving trend as its raw material holding period has declined from 22 days in 
2003-04 and 25 days in 2002-03. It has mean value of 26 days with 19% of c.v. It has mean work 
in process conversion period of 9 days which is more than industry average of 8 days. However 
in the year 2007-08 it has reduced its WIPCP to 7 days. This company has also shown improving 
position in finished goods holding period and debtors’ conversion period as both of them shows 
declining trend. However its average finished goods holding period is 5 days which is less than 
industry average. Its gross working capital cycle is showing increasing cycle and net working 
capital cycle is also showing declining trend. The net working capital cycle was 12 days in 2003-
04 that decline to -5 days in 2008-09 and thereafter due to increase in creditors’ deferral period, 
it starts rising and reached to 64 days in 2008-09. In the beginning of the study period it was 
having 11 days of creditors’ deferral period but in the 2008-09 it increased to 45 days only.  
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Ambuja Cements Ltd. has fluctuating trend in raw material holding period. Its RMHP was 29 
days in 2003-04 that has been increased to 36 days in 2008-09 but it has high fluctuated trend in 
work in process with average the conversion period to 6 days. Its average finished goods holding 
period is only 5.6 days with no much volatility. This company has improved lot on its debtor’s 
collection period. In the year 2003-04, its DCP was 5.6 days that has reduced to only 2.4 days in 
the year 2008-09. Thus Ambuja Cements Ltd. is able to control on its gross operating cycle. 
Andhra Cements Ltd shows the high fluctuating trend in inventory holding period and debtors’ 
conversion period and as a result on Gross Operating Cycle. In the year 2003-04 its RMHP was 
19 days that gradually inclined to 27 days in 2008-09. Its work in process conversion period 
fluctuated and remained stable to 3 days from 3 days in the early period of study. Debtors’ 
conversion period has also fluctuated and remained stable from 3 days to 3days during the same 
period. Overall its gross operating cycle was highest of 98 days in 2003-04 increased to 137 days 
in 2008-09.  
Binani Cement Ltd. has increasing trend in raw material holding period. In the year 2003-04, it 
has 18 days of RMHP, then after it started reducing and in the year 2008-09, it reached to the 
level of 24 days. Its RMHP declines but its WIPCP is zero. It is matter of much worry as its 
finished goods holding period and debtors’ conversion period are showing downward trend. 
Binani Cement Ltd. has gained on that and as a result its gross working capital cycle has declined 
from 44 days in 2003-04 to 84 days in 2008-09. It is not able to increase its supplier’s credit and 
its mean net working capital cycle remains at minus-13 days that are less than industry average 
of 29 days. 
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Table 4.26 
Descriptive Statistics for Raw material holding Period 
Sr. No. Name of Company Mean S. D. C.V. Max. Min. 
1 A C C Ltd. 26 5 19 35 22
2 Ambuja Cements Ltd. 27 6 24 36 17
3 Andhra Cements Ltd. 23 8 34 35 14
4 Binani Cement Ltd. 24 12 49 47 16
5 Birla Corporation Ltd. 18 5 26 23 13
6 Century Textiles & Inds. Ltd. 34 4 11 39 29
7 Dalmia Cement (Bharat) Ltd. 39 11 28 51 21
8 Gujarat Sidhee Cement Ltd. 18 4 22 24 15
9 Heidelberg Cement India Ltd. 26 7 27 32 16
10 India Cements Ltd. 27 3 11 31 24
11 J K Lakshmi Cement Ltd. 13 1 9 15 11
12 K C P Ltd. 35 10 28 51 21
13 Madras Cements Ltd. 26 10 38 38 12
14 Mangalam Cement Ltd. 24 9 37 37 17
15 N C L Industries Ltd. 23 3 14 27 19
16 O C L India Ltd. 40 5 12 47 33
17 Prism Cement Ltd. 27 4 14 34 24
18 Shree Digvijay Cement Co. Ltd. 36 18 50 67 14
19 Ultratech Cement Ltd. 21 3 12 26 18
20 AVERAGE  27 2 6 29 24
            (Source: PROWESS, CMIE Database.) 
Birla Corporation Ltd. has very good working capital position but its net operating cycle was 
very poor. Inventory and debtors holding period both are declining and suppliers’ credit shows 
rising trend. In the year 2003-04, its raw material holding period is 13 days, finished goods 
holding period is 9 days and debtors’ conversion period is 8 days and total gross operating cycle 
is 64 days. It gets 36 days credit from suppliers so its net operating cycle became 2 days in the 
year 2003-04. Its mean value of net operating cycle is 4 days which is much lower than industry 
average of 29 days. 
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Table 4.27 
Work in process holding Period (Days) 
Sr. No. Name of Company 2003-04 2004-05 2005-06 2006-07 2007-08 2008-09
1 A C C Ltd. 7 10 16 9 7 7 
2 Ambuja Cements Ltd. 5 8 6 2 5 8 
3 Andhra Cements Ltd. 3 3 N.A 3 1 3 
4 Binani Cement Ltd. 0 0 0 0 0 0 
5 Birla Corporation Ltd. 8 6 5 5 7 5 
6 Century Textiles & Inds. Ltd. 8 9 8 6 6 9 
7 Dalmia Cement (Bharat) Ltd. 6 4 6 2 4 8 
8 Gujarat Sidhee Cement Ltd. 6 6 6 3 N.A 2 
9 Heidelberg Cement India Ltd. 9 4 4 8 10 8 
10 India Cements Ltd. 11 11 5 4 5 6 
11 J K Lakshmi Cement Ltd. 2 5 2 3 3 1 
12 K C P Ltd. 25 44 56 32 29 36 
13 Madras Cements Ltd. 7 10 8 3 3 5 
14 Mangalam Cement Ltd. 12 2 7 16 12 5 
15 N C L Industries Ltd. 24 20 13 15 4 1 
16 O C L India Ltd. 14 4 6 5 6 5 
17 Prism Cement Ltd. 7 7 7 4 7 3 
18 Shree Digvijay Cement Co. Ltd. 9 8 4 8 8 11 
19 Ultratech Cement Ltd. 6 7 10 5 6 9 
20 AVERAGE  9 9 9 7 7 7 
     (Source: PROWESS, CMIE Database.) 
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Chart No. 4.16 
Work in process holding Period (Days) 
 
 
 
Century Textiles & Inds. Ltd is the good performer among all the companies. All the parameters 
finished goods holding period which is stabled at 15 days, are showing downward trend. Its gross 
working capital cycle is very high. In the year 2003-04, its gross operating cycle is 120 days. It is 
all because of RMHP which is very high in Century Textiles & Inds. Ltd as production has 
stopped and pilling of raw material inventory is very high. Century textile has net operating cycle 
of 67 days in 2003-04 and the same was 49 days in 2008-09. The decline in net operating cycle is 
because of reduction in raw material holding period and debtors’ conversion period. Its raw 
material holding period reduced to 31 days and debtors’ conversion period has increased from 8 
days to 9 days. 
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Table 4.28 
Descriptive Statistics for Work in process holding Period 
Sr. No. Name of Company Mean S. D. C.V. Max. Min. 
1 A C C Ltd. 9 4 39 16 7 
2 Ambuja Cements Ltd. 6 2 37 8 2 
3 Andhra Cements Ltd. 3 1 30 3 1 
4 Binani Cement Ltd. 0 0 58 0 0 
5 Birla Corporation Ltd. 6 1 22 8 5 
6 Century Textiles & Inds. Ltd. 8 1 19 9 6 
7 Dalmia Cement (Bharat) Ltd. 5 2 38 8 2 
8 Gujarat Sidhee Cement Ltd. 4 2 46 6 2 
9 Heidelberg Cement India Ltd. 7 3 38 10 4 
10 India Cements Ltd. 7 3 42 11 4 
11 J K Lakshmi Cement Ltd. 3 1 50 5 1 
12 K C P Ltd. 37 11 30 56 25 
13 Madras Cements Ltd. 6 3 50 10 3 
14 Mangalam Cement Ltd. 9 5 55 16 2 
15 N C L Industries Ltd. 13 9 70 24 1 
16 O C L India Ltd. 6 4 55 14 4 
17 Prism Cement Ltd. 6 2 32 7 3 
18 Shree Digvijay Cement Co. Ltd. 8 2 25 11 4 
19 Ultratech Cement Ltd. 7 2 28 10 5 
20 AVERAGE  8 1 15 9 7 
                (Source: PROWESS, CMIE Database.) 
Dalmia Cement (Bharat) Ltd has shown decreasing trend in raw material holding period. It has 
reduced its raw material holding period by 46 days to 36 days in last five year. Its work in 
process period is averagely fluctuated at 5 days during the study period. Finished goods holding 
period of Grasim shows ups and downs but it is also at mean value of 18 days. Dalmia Cement 
(Bharat) Ltd has reduced its debtor’s collection period up to 2007-08 but it went up to 8 days in 
the year 2008-09.Thus the improvement in raw material holding period and debtors’ conversion 
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period jointly resulted in reduction in gross working capital cycle from 228 days in 2003-04 to 
180 days in 2008-09. It has also availed more credit from its supplier and that further result in to 
improvement in net operating cycle. 
Table 4.29 
Finished goods holding Period (Days) 
Sr. No. Name of Company 2003-04 2004-05 2005-06 2006-07 2007-08 2008-09
1 A C C Ltd. 5 5 7 4 4 3
2 Ambuja Cements Ltd. 6 4 4 2 3 4
3 Andhra Cements Ltd. 6 4 N.A 8 2 1
4 Binani Cement Ltd. 13 7 4 6 22 20
5 Birla Corporation Ltd. 9 9 5 5 6 6
6 Century Textiles & Inds. Ltd. 18 13 16 12 14 15
7 Dalmia Cement (Bharat) Ltd. 88 83 57 41 68 55
8 Gujarat Sidhee Cement Ltd. 11 15 7 8 N.A 2
9 Heidelberg Cement India Ltd. 5 6 8 5 4 4
10 India Cements Ltd. 4 4 2 3 3 2
11 J K Lakshmi Cement Ltd. 3 4 2 4 2 2
12 K C P Ltd. 19 5 5 1 6 4
13 Madras Cements Ltd. 3 6 3 2 2 2
14 Mangalam Cement Ltd. 5 2 3 7 3 2
15 N C L Industries Ltd. 45 38 26 20 21 15
16 O C L India Ltd. 20 18 15 15 13 11
17 Prism Cement Ltd. 3 4 5 5 2 1
18 Shree Digvijay Cement Co. Ltd. 6 19 4 4 7 4
19 Ultratech Cement Ltd. 6 6 6 4 3 3
20 AVERAGE  14.5 13.3 9.8 8.2 10.2 8.3
     (Source: PROWESS, CMIE Database.) 
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Chart No. 4.17 
Finished goods holding Period (Days) 
 
 
 
Gujarat Sidhee Cement Ltd. had 145 days of gross operating cycle in the year 2003-04 and 42 
days in the last years of the study period. And the raw material holding period was average 18. 
Thus the maximum time is for the raw material holding but gradually it has improved in 2008-09 
and its raw material holding period became 16 days. That helps it in reducing its gross working 
capital cycle to 42 days in the 2008-09. Its average work in process time is 4 days, finished 
goods holding is of 9 days and debtors’ collection period is of only 4 days. On the other hand, it 
is enable to get credit of average 41 days from its supplier. Its mean value of net working capital 
turnover is 21 days with 128% of C.V. which is not quite good compare to industry average of 
29 days. 
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Table 4.30 
Descriptive Statistics for Finished goods holding Period 
Sr. No. Companies Mean S. D. C.V. Max. Min.
1 A C C Ltd. 5 1 29 7 3 
2 Ambuja Cements Ltd. 4 1 35 6 2 
3 Andhra Cements Ltd. 4 3 73 8 1 
4 Binani Cement Ltd. 12 8 63 22 4 
5 Birla Corporation Ltd. 7 2 28 9 5 
6 Century Textiles & Inds. Ltd. 15 2 15 18 12 
7 Dalmia Cement (Bharat) Ltd. 65 18 27 88 41 
8 Gujarat Sidhee Cement Ltd. 9 6 65 15 2 
9 Heidelberg Cement India Ltd. 5 2 28 8 4 
10 India Cements Ltd. 3 1 30 4 2 
11 J K Lakshmi Cement Ltd. 3 1 35 4 2 
12 K C P Ltd. 7 6 94 19 1 
13 Madras Cements Ltd. 3 2 52 6 2 
14 Mangalam Cement Ltd. 4 2 54 7 2 
15 N C L Industries Ltd. 28 12 42 45 15 
16 O C L India Ltd. 15 3 21 20 11 
17 Prism Cement Ltd. 3 2 49 5 1 
18 Shree Digvijay Cement Co. Ltd. 7 6 80 19 4 
19 Ultratech Cement Ltd. 5 2 32 6 3 
20 AVERAGE  11 4 45 17 6 
                 (Source: PROWESS, CMIE Database.) 
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Table 4.31 
Debtors Collection Period (Days) 
Sr. No. Name of Company 2003-04 2004-05 2005-06 2006-07 2007-08 2008-09
1 A C C Ltd. 9 4 38 16 7 9 
2 Ambuja Cements Ltd. 6 2 40 8 2 6 
3 Andhra Cements Ltd. 3 1 51 3 1 3 
4 Binani Cement Ltd. 0 0 N.A. 0 0 0 
5 Birla Corporation Ltd. 6 1 21 8 5 6 
6 Century Textiles & Inds. Ltd. 8 1 18 9 6 8 
7 Dalmia Cement (Bharat) Ltd. 5 2 42 8 2 5 
8 Gujarat Sidhee Cement Ltd. 5 3 56 6 2 5 
9 Heidelberg Cement India Ltd. 7 3 36 10 4 7 
10 India Cements Ltd. 7 3 45 11 4 7 
11 J K Lakshmi Cement Ltd. 3 1 51 5 1 3 
12 K C P Ltd. 37 11 31 56 25 37 
13 Madras Cements Ltd. 6 3 47 10 3 6 
14 Mangalam Cement Ltd. 9 5 58 16 2 9 
15 N C L Industries Ltd. 13 9 70 24 1 13 
16 O C L India Ltd. 7 4 55 14 4 7 
17 Prism Cement Ltd. 6 2 31 7 3 6 
18 Shree Digvijay Cement Co. Ltd. 8 2 29 11 4 8 
19 Ultratech Cement Ltd. 7 2 27 10 5 7 
20 AVERAGE  8 3 41 12 4 8 
  (Source: PROWESS, CMIE Database.) 
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Chart No. 4.18 
Debtors Collection Period (Days) 
 
 
 
Heidelberg Cement India Ltd has upward trend in gross working capital and downward trend in 
net working capital cycle. Its raw material holding period was 21 days in 2003-04 that has been 
reduced to the level of 16 days in the year 2008-09.Its work in process period has also declined 
from 9 days to 8 days and its finished goods inventory holding period has gone down to just 4 
days in the year 2008-09.Its average raw material holding period is less than industry average 
while its WIPCP and FGHP are as per industry average. Its debtor’s collection period is 
fluctuating and creditors’ deferral period is declining. Its mean debtor’s collection periods is 7 
days with 37% of C.V. and mean creditors deferral period is 41 days with 30 % of coefficient of 
variation. 
 
India Cements Ltd. has remained moderate fluctuated its raw material holding period from 24 
days in 2003-04 to 26 days in 2008-09 but at the same time its debtors collection period 
remained from 7 days in 2007-08 to 7 days in 2008-09.Thus the combined effect on the gross 
working capital cycle is nil and there is no significance change in gross working capital cycle of 
company. This company is able to reduce its net operating cycle by increasing its creditor’s 
deferral period by more than double.J K Lakshmi Cement Ltd has increasing operating cycle 
period in during the study period i.e. from 2003-04 to 2008-09. In the year 2003-04, its gross and 
net operating cycles were at their minimum level. However, in the year 2003-04 and 2004-05 the 
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raw material holding period is lower than in last three years. That means the overall J K Lakshmi 
Cement Ltd’s operating cycle has increased.  
 
K C P Ltd has increasing trend in gross working capital cycle as it has increased its all the 
component of gross operating cycle. Its RMHP has declined to 36 days in 2003-04 compare to 
31 days in 2008-09.Debtors’ collection period has also remained unchanged from 37 days to 37 
days in last six years. It has very fluctuated work in process period and finished goods inventory 
holding period. There is not much gain in creditors’ deferral period during study period. Its mean 
value is 39 days with 27% of coefficient of variation. 
Table 4.32 
Descriptive Statistics for Debtors Collection Period 
Sr. No. Name of Company Mean S. D. C.V. Max. Min.
1 A C C Ltd. 14 12 90 38 4 
2 Ambuja Cements Ltd. 11 15 137 40 2 
3 Andhra Cements Ltd. 10 20 193 51 1 
4 Binani Cement Ltd. 0 0 0 0 0 
5 Birla Corporation Ltd. 8 7 87 21 1 
6 Century Textiles & Inds. Ltd. 8 6 66 18 1 
7 Dalmia Cement (Bharat) Ltd. 11 16 145 42 2 
8 Gujarat Sidhee Cement Ltd. 13 21 165 56 2 
9 Heidelberg Cement India Ltd. 11 12 111 36 3 
10 India Cements Ltd. 13 16 125 45 3 
11 J K Lakshmi Cement Ltd. 11 20 186 51 1 
12 K C P Ltd. 33 15 45 56 11 
13 Madras Cements Ltd. 13 17 137 47 3 
14 Mangalam Cement Ltd. 17 21 126 58 2 
15 N C L Industries Ltd. 22 25 115 70 1 
16 O C L India Ltd. 15 20 131 55 4 
17 Prism Cement Ltd. 9 11 119 31 2 
18 Shree Digvijay Cement Co. Ltd. 10 10 94 29 2 
19 Ultratech Cement Ltd. 10 9 92 27 2 
20 AVERAGE  13 14 113 41 3 
                 (Source: PROWESS, CMIE Database.) 
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Madras Cements Ltd. has shown improving position in gross and net operating cycle. Its gross 
operating cycle was 102 days in 2003-04, that has reduced to 112 days in the year 2008-09. Its 
mean gross operating cycle is 114 days with 10% of coefficient of variation. Its net operating 
cycle is ranges from 23 to 89 days during the study period. However its average net operating 
cycle of 48 days is more than industry average of 29 days. 
  
Mangalam Cement Ltd has also fluctuating trend in operating cycle. It has reduced its raw 
material holding period by 17 days and work in process period by 5 days. Its average gross 
working capital cycle is 89 days which less than industry average of 102 days. 
Table 4.33 
Gross Working Capital Cycle (Days) 
Sr. No. Name of Company 2003-04 2004-05 2005-06 2006-07 2007-08 2008-09
1 A C C Ltd. 86 88 119 104 100 115 
2 Ambuja Cements Ltd. 74 73 68 57 89 117 
3 Andhra Cements Ltd. 98 83 N.A 135 160 137 
4 Binani Cement Ltd. 44 36 93 77 132 84 
5 Birla Corporation Ltd. 64 71 77 98 72 119 
6 Century Textiles & Inds. Ltd. 120 106 115 114 116 132 
7 Dalmia Cement (Bharat) Ltd. 228 252 211 195 170 180 
8 Gujarat Sidhee Cement Ltd. 145 116 67 78 N.A 42 
9 Heidelberg Cement India Ltd. 89 83 82 138 66 212 
10 India Cements Ltd. 182 151 143 135 136 122 
11 J K Lakshmi Cement Ltd. 54 64 69 104 142 135 
12 K C P Ltd. 175 179 232 174 175 263 
13 Madras Cements Ltd. 102 126 99 123 120 112 
14 Mangalam Cement Ltd. 66 48 59 151 105 107 
15 N C L Industries Ltd. 202 164 168 166 203 135 
16 O C L India Ltd. 180 163 158 160 171 140 
17 Prism Cement Ltd. 80 74 77 65 58 77 
18 Shree Digvijay Cement Co. Ltd. 110 224 73 101 94 166 
19 Ultratech Cement Ltd. 74 77 73 63 75 68 
20 AVERAGE  86 88 119 104 100 115 
     (Source: PROWESS, CMIE Database.) 
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Chart No 4.19 
Gross Working Capital Cycle (Days) 
 
 
 
 
N C L Industries Ltd has an average 173 days of gross working capital cycle with 14.9% of 
coefficient of variation. It has performed well compare to industry average. N C L Industries Ltd 
has highly fluctuated raw material holding period and work in process period. Its finished goods 
inventory holding period has decreased by double figure. It was 45 days in 2003-04 and 20 days 
in 2006-07 that has decreased to 15 days to 2008-09. Its debtor’s collection period is also 
fluctuated. 
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Table 4.34 
Descriptive Statistics for Gross Working Capital Cycle 
Sr. No. Name of Company Mean S. D. C.V. Max. Min. 
1 A C C Ltd. 102 14 13.4 119 86 
2 Ambuja Cements Ltd. 80 21 26.6 117 57 
3 Andhra Cements Ltd. 123 31 25.6 160 83 
4 Binani Cement Ltd. 78 35 45.2 132 36 
5 Birla Corporation Ltd. 83 21 25.0 119 64 
6 Century Textiles & Inds. Ltd. 117 8 7.2 132 106 
7 Dalmia Cement (Bharat) Ltd. 206 31 14.9 252 170 
8 Gujarat Sidhee Cement Ltd. 90 41 45.3 145 42 
9 Heidelberg Cement India Ltd. 128 53 41.3 212 82 
10 India Cements Ltd. 145 21 14.2 182 122 
11 J K Lakshmi Cement Ltd. 95 38 40.0 142 54 
12 K C P Ltd. 200 38 19.2 263 174 
13 Madras Cements Ltd. 114 11 9.9 126 99 
14 Mangalam Cement Ltd. 89 39 43.7 151 48 
15 N C L Industries Ltd. 173 26 14.9 203 135 
16 O C L India Ltd. 162 13 8.3 180 140 
17 Prism Cement Ltd. 72 9 11.9 80 58 
18 Shree Digvijay Cement Co. Ltd. 128 56 43.9 224 73 
19 Ultratech Cement Ltd. 72 5 7.2 77 63 
20 AVERAGE  119 27 24 159 89 
            (Source: PROWESS, CMIE Database.) 
 
O C L India Ltd.has an average 162 days of gross working capital cycle which is higher than 
industry average of 102 days C L India Ltd has raw material holding period by reducing it to 33 
days in 2008-09. O C L India Ltd has also downward trend in work in process as it is also 
reduced to 5 days. Its finished goods inventory holding period is on an average 15 days. Debtors’ 
collection period is fluctuated over a study period. Its average debtor’s collection period is 7 days 
which lower than 8 days of industry average. Prism Cement Ltd. has also improvement in its 
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gross and net working capital cycle. Its raw material holding period has declined from 27 days in 
2003-04 to 24 days in 2008-09. It has also reduced its finished goods holding period. On the 
contrary its debtor’s collection period has downward trend and its work in process has also goes 
down. Its creditor’s deferral period is also goes down. It was 25 days in 2003-04 and it declined 
to 17 days in 2008-09. 
Table 4.35 
Creditors deferral Period (Days) 
Sr. No. Name of Company 2003-04 2004-05 2005-06 2006-07 2007-08 2008-09
1 A C C Ltd. 11 10 14 48 59 64 
2 Ambuja Cements Ltd. 24 34 26 23 32 45 
3 Andhra Cements Ltd. 183 175 N.A 184 35 51 
4 Binani Cement Ltd. 20 35 28 52 75 69 
5 Birla Corporation Ltd. 36 42 49 35 33 42 
6 Century Textiles & Inds. Ltd. 40 39 42 41 52 56 
7 Dalmia Cement (Bharat) Ltd. 31 71 97 131 101 103 
8 Gujarat Sidhee Cement Ltd. 69 70 57 36 N.A 33 
9 Heidelberg Cement India Ltd. 60 52 40 31 27 38 
10 India Cements Ltd. 34 32 23 21 63 70 
11 J K Lakshmi Cement Ltd. 14 14 13 17 19 23 
12 K C P Ltd. 57 43 36 31 28 36 
13 Madras Cements Ltd. 8 13 11 14 17 14 
14 Mangalam Cement Ltd. 19 12 11 22 17 18 
15 N C L Industries Ltd. 48 41 53 43 34 25 
16 O C L India Ltd. 45 32 36 34 63 44 
17 Prism Cement Ltd. 25 20 19 19 18 17 
18 Shree Digvijay Cement Co. Ltd. 77 193 48 13 31 28 
19 Ultratech Cement Ltd. 24 26 30 30 44 36 
20 AVERAGE  11 10 14 48 59 64 
      (Source: PROWESS, CMIE Database.) 
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Shree Digvijay Cement Co. Ltd. has average gross working capital of 72 days with 11.9% of 
coefficient of variation. It is less than industry average but in the year 2003-04, its gross working 
capital cycle was 80 days and in the same year its raw material holding period, work in process 
period, finished goods holding period and debtors’ collection period is 27 days ,6 days,3days,6 
days. Its net working capital period was 10 days in 2003-04 that went dawn to -1 days in 2008-
09 which showed very poor situation of liquidity .Shree Digvijay Cement Co. Ltd has upward 
trend in operating cycle for the first three years of study but after that it starts declining and 
became stable. The mean gross operating cycle is of 128 days which is higher than industry 
average of 102 days. Its inventory holding period and debtor’s collection period are also higher 
than industry average. It has even out performed industry in case of creditors’ deferral period.  
 
Ultratech Cement Ltd has very low finished goods holding period. Its mean value is 5 days 
compare to industry average of 11 days. Even its debtor’s collection period has the same case. Its 
operating cycle parameters has downward trend in initial years then upward trend in middle 
years and at the end once again it shows downward trend. In the year 2003-04, its gross working 
capital is 74 days and net working capital cycle is 22 days. It has an average 21 days of raw 
material holding period and 7 days of debtors’ collection period in the same year.    
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Table 4.37 
Net Working Capital Cycle (Days) 
Sr. No. Name of Company 2003-04 2004-05 2005-06 2006-07 2007-08 2008-09
1 A C C Ltd. 12 11 -10 11 -2 -5 
2 Ambuja Cements Ltd. 26 19 21 21 23 42 
3 Andhra Cements Ltd. -226 -207 N.A -134 105 70 
4 Binani Cement Ltd. -11 -25 33 -24 -10 -44 
5 Birla Corporation Ltd. 2 0 -16 -1 1 39 
6 Century Textiles & Inds. Ltd. 67 57 57 55 38 49 
7 Dalmia Cement (Bharat) Ltd. 147 141 78 32 53 62 
8 Gujarat Sidhee Cement Ltd. 63 19 -2 27 N.A -2 
9 Heidelberg Cement India Ltd. -12 -6 -4 66 89 116 
10 India Cements Ltd. 107 68 68 75 36 14 
11 J K Lakshmi Cement Ltd. 23 25 37 56 89 64 
12 K C P Ltd. 63 59 82 68 82 142 
13 Madras Cements Ltd. 39 59 30 44 58 57 
14 Mangalam Cement Ltd. -158 21 25 61 39 26 
15 N C L Industries Ltd. 103 38 49 52 102 46 
16 O C L India Ltd. 109 110 106 112 73 71 
17 Prism Cement Ltd. 10 13 12 0 -13 -1 
18 Shree Digvijay Cement Co. Ltd. -190 -74 -11 48 39 114 
19 Ultratech Cement Ltd. 22 25 20 13 1 5 
20 AVERAGE  12 11 -10 11 -2 -5 
      (Source: PROWESS, CMIE Database.) 
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Chart No. 4.21 
Net Working Capital Cycle (Days) 
 
Table 4.38 
Descriptive Statistics for Net working Capital Cycle 
Sr. No. Name of Company Mean S. D. C.V. Max. Min. 
1 A C C Ltd. 3 9 350.0 12 -10
2 Ambuja Cements Ltd. 25 9 34.2 42 19
3 Andhra Cements Ltd. -79 156 -198.2 105 -226
4 Binani Cement Ltd. -13 26 -195.1 33 -44
5 Birla Corporation Ltd. 4 18 435.0 39 -16
6 Century Textiles & Inds. Ltd. 54 9 17.6 67 38
7 Dalmia Cement (Bharat) Ltd. 85 48 55.9 147 32
8 Gujarat Sidhee Cement Ltd. 21 27 128.5 63 -2
9 Heidelberg Cement India Ltd. 41 56 134.8 116 -12
10 India Cements Ltd. 61 32 52.5 107 14
11 J K Lakshmi Cement Ltd. 49 25 52.1 89 23
12 K C P Ltd. 83 31 37.2 142 59
13 Madras Cements Ltd. 48 12 25.2 59 30
14 Mangalam Cement Ltd. 2 80 3261.4 61 -158
15 N C L Industries Ltd. 65 29 45.1 103 38
16 O C L India Ltd. 97 19 19.9 112 71
17 Prism Cement Ltd. 4 10 270.0 13 -13
18 Shree Digvijay Cement Co. Ltd. -12 108 -870.4 114 -190
19 Ultratech Cement Ltd. 15 10 65.7 25 1
20 AVERAGE  29 38 196.0 76 -18
            (Source: PROWESS, CMIE Database.) 
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4.8 Hypotheses Testing 
 
The followings hypotheses are tested with the help of ANOVA (Single factor) F test. Analysis of 
variance (ANOVA) enables us to test for the significance of the differences among more than 
two sample means. Using analysis of variance, we will be able to make inferences about whether 
our samples are drawn from populations having the same mean. 
1. Null Hypothesis: Current Ratio of Cement Companies does not differ significantly 
among the years. 
SUMMARY 
Groups Count Sum Average Variance 
Column 1 19 24.23 1.275263 0.766093 
Column 2 19 25.44 1.338947 0.715543 
Column 3 19 26.87 1.414211 0.406404 
Column 4 19 30.85 1.623684 0.276247 
Column 5 19 32.42 1.706316 0.551247 
Column 6 19 32.86 1.729474 0.607394 
 
ANOVA 
Source of Variation SS DF MS F P-value F crit 
Between Groups 3.667741 5 0.733548 1.324522 0.259207 2.298431
Within Groups 59.81269 108 0.553821       
Total 63.48044 113         
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Above table state that the calculated value of F ratio (1.324) is lower than the table value of F 
(2.298) at 5% significance level; This lead to the acceptance of null hypothesis. I conclude that 
Current Ratio of cement companies does not differ significantly among the years. 
2. Null Hypothesis: Current Ratio does not differ significantly among the various cement 
companies over the years. 
Sr. No. Groups Count Sum Average Variance
1 A C C Ltd. 6.00 8.04 1.34 0.03
2 Ambuja Cements Ltd. 6.00 10.05 1.68 0.18
3 Andhra Cements Ltd. 6.00 5.12 0.85 1.00
4 Binani Cement Ltd. 6.00 5.23 0.87 0.15
5 Birla Corporation Ltd. 6.00 10.88 1.81 0.21
6 Century Textiles & Inds. Ltd. 6.00 6.30 1.05 0.02
7 Dalmia Cement (Bharat) Ltd. 6.00 11.43 1.91 0.84
8 Gujarat Sidhee Cement Ltd. 6.00 6.53 1.09 0.37
9 Heidelberg Cement India Ltd. 6.00 9.44 1.57 0.85
10 India Cements Ltd. 6.00 8.95 1.49 0.42
11 J K Lakshmi Cement Ltd. 6.00 12.87 2.15 0.45
12 K C P Ltd. 6.00 8.78 1.46 0.13
13 Madras Cements Ltd. 6.00 16.80 2.80 0.84
14 Mangalam Cement Ltd. 6.00 9.45 1.58 0.47
15 N C L Industries Ltd. 6.00 7.91 1.32 0.02
16 O C L India Ltd. 6.00 8.60 1.43 0.01
17 Prism Cement Ltd. 6.00 7.83 1.31 0.13
18 Shree Digvijay Cement Co. Ltd. 6.00 9.85 1.64 1.96
19 Ultratech Cement Ltd. 6.00 8.61 1.44 0.15
         (Source: PROWESS, CMIE Database.) 
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ANOVA 
Source of Variation SS DF MS F P-value F crit 
Between Groups 22.30505 18 1.23917 2.859017 0.000504 1.713439
Within Groups 41.17538 95 0.433425       
Total 63.48043 113     
Above table state that the calculated value of F ratio (2.85) is higher than the table value of F 
(1.71) at 5% significance level; This lead to the rejection of null hypothesis and acceptance of 
alternate hypothesis. I conclude that Current Ratio differs significantly among the various 
cement companies over the years. 
3. Null Hypothesis: Quick Ratio of cement companies does not differ significantly among 
the years. 
SUMMARY 
Groups Count Sum Average Variance 
Column 1 19 10.22 0.537895 0.22684 
Column 2 19 10.45 0.55000 0.190689 
Column 3 19 11.71 0.616316 0.180491 
Column 4 19 13.59 0.715263 0.143104 
Column 5 19 14.96 0.787368 0.354398 
Column 6 19 16.44 0.865263 0.33956 
 
ANOVA 
Source of Variation SS DF MS F P-value F crit 
Between Groups 01.676429 5 0.335286 1.401812 0.229386 2.298431
Within Groups 25.831470 108 0.239180
Total 27.507900 113
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Above table state that the calculated value of F ratio (1.40) is lower than the table value of F 
(2.98) at 5% significance level; This lead to the acceptance of null hypothesis. I conclude that 
Quick Ratio of cement companies does not differ significantly among the years. 
 
4. Null Hypothesis: Quick Ratio does not differ significantly among the various cement 
companies over the years. 
Sr. No. Groups Count Sum Average Variance
1 A C C Ltd. 6.00 2.53 0.42 0.02
2 Ambuja Cements Ltd. 6.00 4.01 0.67 0.08
3 Andhra Cements Ltd. 6.00 3.10 0.52 0.49
4 Binani Cement Ltd. 6.00 2.58 0.43 0.17
5 Birla Corporation Ltd. 6.00 2.95 0.49 0.05
6 Century Textiles & Inds. Ltd. 6.00 2.52 0.42 0.00
7 Dalmia Cement (Bharat) Ltd. 6.00 2.57 0.43 0.03
8 Gujarat Sidhee Cement Ltd. 6.00 3.22 0.54 0.12
9 Heidelberg Cement India Ltd. 6.00 5.19 0.87 0.48
10 India Cements Ltd. 6.00 5.67 0.95 0.17
11 J K Lakshmi Cement Ltd. 6.00 8.38 1.40 0.31
12 K C P Ltd. 6.00 3.47 0.58 0.09
13 Madras Cements Ltd. 6.00 9.17 1.53 0.28
14 Mangalam Cement Ltd. 6.00 3.49 0.58 0.10
15 N C L Industries Ltd. 6.00 4.18 0.70 0.02
16 O C L India Ltd. 6.00 4.34 0.72 0.01
17 Prism Cement Ltd. 6.00 2.48 0.41 0.01
18 Shree Digvijay Cement Co. Ltd. 6.00 4.02 0.67 0.90
19 Ultratech Cement Ltd. 6.00 3.50 0.58 0.03
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ANOVA 
Source of Variation SS DF MS F F crit 
Between Groups 10.70049 18 0.594471 3.360111 1.713439
Within Groups 16.80742 95 0.176920   
Total 27.50790 113    
 
Above table state that the calculated value of F ratio (3.360) is higher than the table value of F 
(1.71) at 5% significance level; This lead to the rejection of null hypothesis and acceptance of 
alternate hypothesis. I conclude that Quick Ratio differs significantly among the various cement 
companies over the years. 
5. Null Hypothesis: Gross Working Capital Turnover Ratio of cement companies does not 
differ significantly among the years. 
SUMMARY 
Groups Count Sum Average Variance 
Column 1 19.00 74.00 3.89 3.21 
Column 2 19.00 76.80 4.04 4.67 
Column 3 19.00 69.30 3.65 2.63 
Column 4 19.00 65.90 3.47 1.77 
Column 5 19.00 57.30 3.02 1.90 
Column 6 19.00 62.10 3.27 2.53 
 
ANOVA 
Source of Variation SS DF MS F P-value F crit 
Between Groups 14.09018 5 2.818035 1.011557 0.414545 2.298431
Within Groups 300.8705 108 2.785838       
Total 314.9607 113         
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Above table state that the calculated value of F ratio (1.011) is lower than the table value of F 
(2.29) at 5% significance level; This lead to the acceptance of null hypothesis at 5% significance 
level. I conclude that Gross working capital turnover ratio of cement companies does not differ 
significantly among the years.  
6. Null Hypothesis: Gross working capital turnover ratio does not differ significantly 
among the various cement companies over the years. 
Sr. No. Groups Count Sum Average Variance
1 A C C Ltd. 6.00 21.50 3.58 0.25 
2 Ambuja Cements Ltd. 6.00 28.60 4.77 1.27 
3 Andhra Cements Ltd. 6.00 15.50 2.58 2.21 
4 Binani Cement Ltd. 6.00 33.90 5.65 8.16 
5 Birla Corporation Ltd. 6.00 27.10 4.52 0.95 
6 Century Textiles & Inds. Ltd. 6.00 18.50 3.08 0.05 
7 Dalmia Cement (Bharat) Ltd. 6.00 10.60 1.77 0.07 
8 Gujarat Sidhee Cement Ltd. 6.00 24.00 4.00 8.27 
9 Heidelberg Cement India Ltd. 6.00 19.20 3.20 1.38 
10 India Cements Ltd. 6.00 15.20 2.53 0.10 
11 J K Lakshmi Cement Ltd. 6.00 26.20 4.37 2.93 
12 K C P Ltd. 6.00 11.30 1.88 0.09 
13 Madras Cements Ltd. 6.00 19.10 3.18 0.09 
14 Mangalam Cement Ltd. 6.00 28.40 4.73 3.93 
15 N C L Industries Ltd. 6.00 12.80 2.13 0.11 
16 O C L India Ltd. 6.00 13.40 2.23 0.04 
17 Prism Cement Ltd. 6.00 30.50 5.08 0.42 
18 Shree Digvijay Cement Co. Ltd. 6.00 19.30 3.22 1.38 
19 Ultratech Cement Ltd. 6.00 30.30 5.05 0.14 
   (Source: PROWESS, CMIE Database.) 
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ANOVA 
Source of Variation SS DF MS F P-value F crit 
Between Groups 155.6907 18 8.65 5.16 4.82E-08 1.713439
Within Groups 159.2700 95 1.68       
Total 314.9607 113         
 
Above table state that the calculated value of F ratio (5.16) is higher than the table value of F 
(1.71) at 5% significance level; This lead to the rejection of null hypothesis and acceptance of 
alternate hypothesis. I conclude that Gross working capital turnover Ratio differs significantly 
among the various cement companies over the years. 
7. Null Hypothesis: inventory Turnover Ratio of cement companies does not differ 
significantly among the years. 
Groups Count Sum Average Variance 
Column 1 19 165.31 8.700526 26.97443 
Column 2 19 183.67 9.666842 15.78373 
Column 3 19 185.66 9.771579 24.73099 
Column 4 19 213.05 11.21316 17.23812 
Column 5 19 194.07 10.21421 15.44163 
Column 6 19 191.23 10.06474 14.92665 
  
ANOVA 
Source of Variation SS DF MS F P-value F crit 
Between Groups 63.66794 5 12.73359 0.66381 0.651681 2.298431
Within Groups 2071.72000 108 19.18259       
Total 2135.38800 113         
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Above table state that the calculated value of F ratio (0.66381) is lower than the table value of F 
(2.29) at 5% significance level; This lead to the acceptance of null hypothesis. I conclude that 
inventory turnover Ratio of cement companies does not differ significantly among the years. 
8. Null Hypothesis: Inventory turnover ratio does not differ significantly among the various 
cement companies over the years. 
Sr. No. Groups Count Sum Average Variance
1 A C C Ltd. 6.00 62.49 10.42 1.06
2 Ambuja Cements Ltd. 6.00 64.85 10.81 2.83
3 Andhra Cements Ltd. 6.00 48.92 8.15 22.08
4 Binani Cement Ltd. 6.00 76.88 12.81 17.56
5 Birla Corporation Ltd. 6.00 74.49 12.42 2.41
6 Century Textiles & Inds. Ltd. 6.00 38.63 6.44 0.45
7 Dalmia Cement (Bharat) Ltd. 6.00 23.63 3.94 1.36
8 Gujarat Sidhee Cement Ltd. 6.00 60.60 10.10 29.32
9 Heidelberg Cement India Ltd. 6.00 67.63 11.27 7.42
10 India Cements Ltd. 6.00 57.89 9.65 3.16
11 J K Lakshmi Cement Ltd. 6.00 113.40 18.90 18.46
12 K C P Ltd. 6.00 31.63 5.27 0.91
13 Madras Cements Ltd. 6.00 59.94 9.99 1.81
14 Mangalam Cement Ltd. 6.00 76.31 12.72 6.46
15 N C L Industries Ltd. 6.00 35.50 5.92 3.77
16 O C L India Ltd. 6.00 35.82 5.97 0.87
17 Prism Cement Ltd. 6.00 67.00 11.17 0.66
18 Shree Digvijay Cement Co. Ltd. 6.00 53.22 8.87 5.47
19 Ultratech Cement Ltd. 6.00 84.16 14.03 25.26
     (Source: PROWESS, CMIE Database.) 
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ANOVA 
Source of Variation SS DF MS F P-value F crit 
Between Groups 1378.885 18 76.60475 9.619866 1.71E-14 1.713439
Within Groups 756.5024 95 7.963183       
Total 2135.388 113         
 
Above table state that the calculated value of F ratio (9.62) is lower than the table value of F 
(1.71) at 5% significance level; This lead to the rejection of null hypothesis. I conclude that 
Inventory turnover Ratio of cement companies differ significantly among the various cement 
companies over the years. 
4.9 Working Capital Management Practices 
To ensure the availability of working capital in right quantity, at right time and from right 
sources, it is necessary that proper practices in managing it are followed. Proper practices in 
working capital management imply the adoption of an appropriate system in its estimation, 
allocation, control and review. With a view to examining the practices being observed by the 
companies under study in cement industry, an attempt has been made to find answers of the 
attached questionnaire and to the following questions during the personal interview.  
1. Who is responsible for the management of working capital and its components? 
2. How are the working capital requirements estimated and necessary allocations made? 
3. How is proper control exercised over working capital? 
4. What are the past experiences of management with respect to working capital 
management? 
The answers of above questions and filled up questionnaires from all the units under study have 
been summarized in the following paragraph. 
It has been stated by all the companies that a separate department headed by a financial expert, 
known by different names, exists in each company. Some companies are ensuring the said job of 
managing working capital at the head office from senior finance manger and at the plant from  
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Deputy Chief Finance manger. Moreover, for each component of working capital or current 
assets different post are created according to the requirements of company. For instance, 
Inventory management is taken care by General Manager (Materials) have been appointed at 
plant level. Thus, working capital management has been recognized as specialized activity being 
handled by experts of respective fields. Out of 24 companies, 16 companies are following the 
concept of gross working capital means they are focusing on total current assets of company. 
While 8 companies have said that they focus only on net working capital. In order to make the 
targets realistic, a periodical review of working capital needs is necessary. Out of 19 companies, 
10 companies are making monthly review of their working capital needs with the help of funds 
flow statement. While rests of 6 companies are going for quarterly review of their working 
capital needs with the same technique of funds flow statement. Both the long term and short term 
targets are revised in the light of changed position as disclosed by these statements. Control is 
essential in management process. Control is exercised for each component through determination 
of budgets and standards. All the companies are following budgetary control and standard 
costing system. Moreover, quarterly and monthly working capital reports are forwarded to top 
management and ensured constant vigil over working capital levels. Out of 19 companies, 10 
companies have said that they have maximum investment in receivables, while 9 companies have 
said that they have maximum investment in Raw-material and finished goods inventory. When 
companies are asked to weight profitability and liquidity aspect in managing working capital, 10 
companies are more inclined towards the profitability aspects while 14 companies are giving 
more emphasis towards the liquidity aspects. few companies giving more attention toward the 
profitability while few companies giving more attention towards liquidity aspects. Companies 
are asked to rank the different ratio to measure the liquidity and profitability. In case of 
measurement of liquidity, current ratio is the most preferable by industry as 13 companies have 
rated it first in ranking among other ratios. 10 companies have ranked quick ratio as the second 
choice for the measurement of liquidity. Bank Borrowings to Net Working Capital is the last 
preference for the measurement of liquidity. To measure the profitability of the company, 11 
companies are using the Return on Total Assets as the first preference for measurement. Return 
on Equity is the second preference for the profitability measurement by cement manufacturing 
company. Net profit margin is ranked third for the said purpose. There are various factors 
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affecting working capital requirements of cement manufacturing companies. Among all the 
factors sales level is ranked first by all the 24 companies. While 11 companies ranked production 
policy as second important factor affecting working capital in cement manufacturing units. For 
proper control, the estimation of working capital requirements and allocations to various 
components are prerequisite. There are several methods in use for estimation and allocation of 
working capital, such as: (1) a detailed estimate of each component through preparation of 
budgets, (2) Deciding a certain percentage of fixed assets, (3) According to the cost of 
production for a certain period and so on. But, it has been reported by all the companies that the 
first method is the most popular in their organization. The preparation of component wise budget 
automatically helps in making of general budgets and segment wise allocation of total working 
capital. It is also said by the executives that a separate management information system 
department has already been established to feed the top management with necessary data 
required for preparing budgets. Usually annual budgets are prepared in all the concerns with a 
provision for making half yearly reviews. Certain specific questions were asked regarding the 
experiences of management about working capital availability. Most of the company executives 
said that they faced the problem of shortage of working capital many a time in the past and the 
main symptom of inadequacy of working capital is the shortage of cash to meet the current 
obligations. But in recent times, as they have sound planning for working capital requirement, 
they are not much worried about such disaster.  
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5.1 Introduction 
Current assets are generated along the pipeline of productive-distributive system of the 
enterprise. These gross current assets (GCA) capture fund, or in other words, they need 
financing. The first source of the financing is creditors. When creditors are deducted from GCA, 
what is left is purely called working capital gap (WCG) in Indian banking parlance. Funding of 
this gap comes from three sources viz. Bank Finance (BF), Short-term Finance (SF) and the long 
term fund of enterprises, known as margin or net working capital (NWC). In algebraic equation 
these look like the following:       
 
GCA = Creditors + BF + NWC   ………… (1) 
WCG =GCA – Creditors      ………… (2) 
NWC =GCA – Creditors –BF   ………… (3) 
 
5.2 Current Ratio – Measure of Liquidity for Banks 
 
In India, banks would not like NWC to become zero or negative. They insist that the current 
ratio, which is an expression of NWC level of the enterprise, be positive. The banker views even 
a slip back in current ratio unfavorably. This ratio, which was invented by the bankers as far as 
back as 1890, continues to occupy the percentage in the credit appraisal system of any 
commercial bank in India. Liquidity of any businesses enterprise is still determined by current 
ratio, though notion of liquidity has substantial change in modern day financial management. 
Current assets are considered in the decreasing order of their liquidity or stability.  
These are  
1. Cash 
2. Marketable Securities  
3. Accounts receivable 
4. Inventories 
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Quick ratio, which is the more refined form of the current ratio, is calculated on the first three 
current assets, which according to ruling notion provide most liquidity to a business1. Inventories 
are considered to be the liquid among them. The above concept of the liquidity is found to be 
narrow, because it does not take into consideration total operations of the business. Generally 
speaking, the purpose of liquidity is to ensure smooth operation of the business. Liquidity is 
viewed as something that can remove the bottleneck in the respective functions of financial 
manager. The manufacturing managers on the shop floor and the marketing mangers at various 
distribution points do not have use of much use for cash or for that matter, any other current 
assets, except inventories, to maintain continuity of their respective operations. A firm may have 
plenty of cash in the bank, but if there is a shortage of the material in the market the any amount 
of the cash will not able to provide liquidity to manufacturing managers. Production will stop 
and consequently, the line of distribution will also come to halt for want of finished goods. The 
firm as well as a whole will suffer from a dearth of the liquidity, which incidentally, is not due to 
absence of the cash but of inventories. Since the focus of liquidity management is maintenance 
of smooth flow of inventories, a finance manager faces a financial bottleneck when he does not 
have money to acquire inventories. There may be large quantities of the materials available at the 
market, but if the firm does not have enough cash, then in the ultimate analysis, the problem lies 
in the financial structure or more particularly in the working capital. It is noted that the firm has a 
zero NWC and the current ratio is just 1. That is, the firm has financed all the current assets from 
trade creditors. The policy, which has given rise to such a working capital structure of the firm, is 
neither usual nor unreasonable. The important requirements of such a policy are creditworthiness 
with suppliers, moderate command over them, and strict collection and monitoring system are 
receivables.  
5.3 Bank Finance 
But in India, such a balance sheet would not be acceptable by a commercial bank if the firm 
desires to seek loan for any expansion or diversification, where similar working capital structure 
may not be feasible to continue. The reasons ascribed by the banks are that, the browser must 
have its own stake in every assets that are financed and that, all the firms which come for bank 
finance do not have the kind of market command envisaged in the above example, hence they 
                                                            
1 Quick ratio = (Current Assets – Inventories)/Current Liabilities  
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must have some elbow-room in the form of NWC to fall back upon the creditors in time 
including the bank. The kind of balance sheet they look for is given in figure as shown below. 
Long term liabilities 
Fixed assets 
NWC 
Short-term liabilities Current assets 
  
The principle behind the balance sheet in figure is that, long-term fund of an enterprise should 
not only finance the whole of fixed assets, but leave something towards financing current assets 
also, which is nothing but NWC or margin as indicated by the underlined box on the right hand 
side of the balance sheet. If we look at the balance sheet from the bottom we find that NWC is 
nothing but the positive difference between current assets and current liabilities including bank 
finance.  
5.4 Tandon Committee 
Till mid-1970 the principle of commercial bank lending in India was predominantly security 
oriented. It was more or less net worth based, collateralized financing. Major Banks were 
nationalized in 1969 and with that; approach to lending is also changed. In 1974, a study group 
under the chairmanship of P.L.Tandon was formed to examine the existing methods of lending 
and suggest changes. The group submitted its report in August 1975, which came to be popularly 
known as tendon committee report. It was a landmark in the history of bank lending in India. 
With the acceptance of major recommendation by reserve bank of India a new era of lending 
began in India. 
5.4.1 Tandon Committee’s recommendations 
Breaking away from the traditional methods of security oriented lending, the committee enjoined 
upon the banks to move towards need-based lending. The committee pointed out that the best 
security of bank loan is a well functioning of the committee was as follows. 
a) Assessment of the need-based credit of the borrower on a rational basis of their 
business plans. 
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b) Bank credit would only supplementary to the borrower’s resources and not a 
replacement of them, i.e. bank would not finance one hundred percent of 
borrower’s working capital requirement. 
c) Bank should ensure proper end-use of bank credit by keeping a closer watch on the 
borrower’s business, and impose financial discipline on them. 
d) Working capital finance would be available to borrower on the basis of industry-
wise norms (prescribed first by the Tandon Committee and Reserve bank of India) 
for holding different current assets, viz. 
• Raw material including stores and other items used in the manufacturing 
process  
• Stocks- in -process  
• Finished goods 
• Accounts receivable  
• Spares 
e) Credit would be made available to the borrower in different components like cash 
credit; bills purchased and discounted working capital term loan, etc. depending 
upon the nature of holding of various current assets. 
f) In order to facilitate a close watch on the operation of the borrowers, bank would 
require them to submit, at regular intervals, data regarding their business and 
financial operations, for both the past and future periods.    
5.4.2 The Norms  
Tandon committee had initially suggested norms for holding various current assets for fifteen 
different industries. Many of these norms were revised and the list extended to cover almost 
all major industries of the country. The norms for holding different current assets were 
expressed as follows: 
a) Raw materials, as so many months’ consumption. They include stores and other items 
used in the process of the manufacture. 
b) Stocks-in-process of manufacture. 
c) Finished goods and accounts receivable, as so many months’s cost sales and sales 
respectively. 
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d) Stocks of spheres were not included in the norms. In financial terms, these were 
considered to be small part of total operation expenditure and hence, did not merit the 
development of a general norm for them. Banks were expected to ascertain the 
requirement of spares on case-by-case basis. However, they should keep a watchful 
eye if spares exceed 5 percent of total inventories. 
The norms were based on average level of holding of a particular current asset, not on the 
individual items of the group. For example, if the receivables holding norms of an industry was 
two months and an unit has satisfied this norm, calculated by dividing annual sales with the 
average receivables, then the unit would not be asked to delete some of the accounts receivable, 
which were being held for more than two months. The Tandon committer while laying down the 
norms for holding various current assets made it very clear that it was against any rigidity and 
straight-jacking. On the other hand, the committee said that norms were to be regarded as the 
outer limits for holding different current assets but these were to be regarded as the outer limits 
for holding different current assets, but these were no to be considered as entitlement to hold 
current assets up to this level. If borrower had managed with less in the past, he should continue 
to do so. On the other hand, the committee held that allowance must be made for some flexibility 
under circumstances justifying a need for re-examination. The committee itself visualized that 
there might be deviation from norms in the following circumstances.            
a) Bunched receipt of raw materials included imports. 
b) Interruption of production due to power-cuts, strikes or other unavoidable circumstances. 
c) Transport delay or bottlenecks. 
d) Accumulation of finished goods due to non-availability of shipping space for exports, or 
other disruptions in sales.  
e) Building up of stokes of finished goods, such as machinery, due to failure on the part of 
the purchasers for whom these were specifically designed and manufactured. 
f) Need to cover full or substantial requirement of raw material for specific export contract 
of short duration. 
While allowing the above exception, the committee observed that the deviation should be for 
known and specific circumstances and situations, and allowed only for a limited period to tide 
over the temporary difficulty of a borrowing unit. Return to norms would be automatic when 
condition returned to normal. 
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5.4.3 Methods of Lending 
The lending framework proposed by the Tandon Committee dominated commercial bank lending 
in India for more than 20 years and it continue to do so despite withdrawal of mandatory 
provisions by Reserve Bank of India in 1997. As indicated before, the essence of Tandon 
committee‘s recommendations was to finance only a portion of borrower’s working capital need, 
not the whole of it. It was envisaged that gradually, the borrower should depend less and less on 
banks to fund his working capital need. From this point of view the committee proposed three 
methods of lending which come to be popularly known as maximum permissible bank finance 
system of lending, or in short, MPBF system. 
For the purpose of calculating MPBF of a borrowing unit, all the three methods adopted equation 
2 as the basis, which is translated arithmetically as follows: 
  Gross current assets      Rs……………… 
  Less: Current liabilities   
Other than bank borrowings2   Rs……………… 
               _________________ 
Working capital gap   Rs. … …. ….. …                        
      
Under the first Method, 75 percent of this working capital gap (WCG) would be financed by the 
bank, and the remaining 25 percent would be financed by the borrowing unit form its long-term 
sources. Under the second method, the borrowing unit would be require to finance, from its long-
term sources, 25 percent of gross current assets (GCA). In third method, permissible bank 
finance would be calculated in the same manner as in the second method, but-only after 
deducting core current asset (CCA) from the gross current assets. It was envisaged that CCA 
would be financed by the borrower from long-term sources. 
                                                            
2 The Tandon Committee has not prescribed any norm for holding of current liabilities other 
than bank borrowings. 
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Core portion of current assets was presumed to be that permanent level witch would not 
generally very with the level of operations of a business. For example, in the case of stocks of 
materials, the core line goes horizontally below the ordering level, so that when   stocks are 
ordered, materials are consumed down the ordering level during the lead time and touch the core 
level, but are not allowed to go down further. While discussing inventory management in chapter 
3, we have said that this core level provides a safety cushion against any sudden shortage of 
materials in the market, or lengthening of delivery time. This core level was considered to be 
equivalent to fixed assets and hence, was recommended to be financed from long-term sources. 
 
5.5 Chore Group 
 
Although Tandon committee made a significant contribution towards modernizing lending 
system of Indian commercial bank, both the banking community and the industry were slow to 
implement the system in true spirit. The RBI became anxious and wanted to make a further in-
depth study of the working of lending system and constituted a working group under the 
chairmanship of K.B. Chore in April 1979. The group submitted its report in August 1979. 
Chore group worked within the framework of lending system proposed by Tandon committee. 
After reviewing various systems of lending, the group came to the conclusion that even if 
increasing use of bill and loans are made in working capital finance, a borrower would still 
require cash credit limits mainly for holding of stocks. The group proposed a drawee bill system 
to ease payment to small suppliers and also to make increasing use of bill.  
The main recommendations of the group were as under: 
Credit system: 
The advantage of the existing system of extending credit by a combination of three types of 
lending viz. cash credit, loan and bill should be retained. There is a need to remove impediments 
in the use of bill system of finance and to remove drawbacks in cash credit system. 
Bifurcation of credit limit: 
Bifurcation of cash credit limits into a demand loan and a fluctuating component has not found 
acceptance either on the part of the banks or the borrowers. It does not confer enough advantages 
to make it compulsory. 
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Reducing over-dependence on bank-borrowings: 
Medium and large borrowers need to reduce over dependence on bank finance. Cash generation 
within the unit should be utilized to reduce borrowings for working capital purpose. 
Enhancement of owner’s contribution: 
The committee suggested that all borrowers should switch to second method of lending as 
suggested by Tandon Committee to ensure a minimum current ratio of 1.33 : 1 
Peak level and Normal non-Peak level limits to be separate: 
Banks should fix separate limits for normal and peak level requirements indicating the periods 
for the two limits. One of the important criteria to decide on it is the past utilization. 
Financing temporary requirements through loan: 
To meet unforeseen contingencies the additional finance should be given by way of a separate 
demand loan. 
Penal Interest: 
The borrower should be asked to give his quarterly requirement of funds before the 
commencement of the next quarter. The non-submission of the returns in time is partly due to 
certain features in the forms themselves. Simplified forms have been proposed. If the borrower 
does not submit the return within the prescribed time, he should be penalized by charging the 
whole outstanding in the account at a penal rate of interest. 
Relaxation from Norms: 
Requests for relaxation from inventory norms and for ad-hoc increase in limits would be 
subjected by banks to close scrutiny and agreed to only in exceptional circumstances. 
Toning Up Assessment Technique: 
The banks should devise their own lists in the light of the instructions issued by Reserve Bank 
for the scrutiny of data at operational level. 
Delays in Sanction: 
Delays on the part of banks in sanctioning credit limits could be reduced in cases where the 
borrowers cooperate in giving the necessary information about their past performance and future 
projections in time. 
Bill system: 
As one of the reasons for the slow growth of the bill system is the stamp duty on usance bills and 
difficulty in obtaining the required denominations of stamps, these questions may have to be 
taken up with the state governments. 
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Sales Bills: 
Banks should review the system of financing book debts through cash credit and insist on the 
conversion of such cash credit limits into bill limits. 
Drawee Bill System: 
A stage has come to enforce the use of drawee bills in the lending system by making it 
compulsory for banks to extend at least 50% of the cash credit limit against raw materials to 
manufacturing units whether in the public or private sector by way of drawee bills. To start with, 
this discipline should confined to borrowers having aggregate working capital limits of Rs. 50 
lakhs and above from the banking system. 
Segregation of Dues of small-scale industries: 
Banks should insist on the public sector undertakings/large borrowers to maintain control 
accounts in their books to give precise data regarding their dues to the small units and furnish 
such data in their quarterly information system. This would enable the banks to take suitable 
measures for ensuring payments of the dues to small units by a definite period by stipulating, if 
necessary, that a portion of limits for bills acceptance should be utilized only for drawee bills of 
small-scale units.  
Discount House: 
To encourage the bill system of financing and to facilitate call money operations and 
autonomous financial institution on the lines of the Discount House in UK may be set up. 
Delay in collection of Bills/ Cheques: 
To reduce the delay in collection of bills and cheques, return of documents by the collecting 
branches, etc. Group suggested toning up the communication channels and systems and 
procedures within banking system. 
Bills facilities and Current accounts with other Banks: 
Although banks usually object to their borrower’s dealing with other banks without their consent, 
some of the borrowers still maintain current accounts and arrange bill facilities with other banks. 
Apart from diluting the control over the advance by main banker, this practice often enables the 
borrower to divert sales proceeds for unapproved purposes without the knowledge of his main 
banker. Banks should be properly advised in this matter by the Reserve Bank to check this 
unhealthy practice.  
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5.6 Marathe Committee 
 
Marathe committee observed that the borrower have to provide all the necessary and relevant 
information in time and in adequate detail. The long time taken in commercial banks in 
processing applications has to be reduced by suitable organizational changes. Improvements in 
the system as a whole have to be a conscious and continuous process in order to achieve the 
desired result. It suggested the followings. 
1. The basis of bank lending should be changes from security based lending to funds flow 
based lending. 
2. Credit needs are to be assessed and met by banks based on industry-wise working capital 
norms. 
3. Deviations from these norms beyond the prescribed tolerance limits being seen as 
evidence of improper credit use by the borrower requiring prompt rectification. 
4. Reliance of borrowers on bank finance for financing working capital should be 
progressively reduced by insistence on maintenance of a current ratio of 1.33:1 by a 
growing segment of borrowers, the minimum acceptable ratio being 1:1 
5. Assessment of credit needs should be made on the basis detailed information to be 
provided by borrowers on past performance and future projections of working capital 
needs and overall performance. 
5.6.1 Variation in inventory level 
In the case of industrial units located in areas with inadequate transport facilities inventory level 
would reflect the longer lead-time for supply of raw materials and dispatch of finished goods. 
The level of inventories and the level of total working capital requirements also depend on host 
of extraneous factors in economy over which the borrower has no control. These factors are 
inadequate and uncertain availability of power affecting production schedules, transport 
bottlenecks resulting from non-availability of railway wagons, non availability of shipping space 
in case of export, changes in import policy, bottlenecks at the ports, bunching of imports, 
unanticipated changes in prices of raw material and so on. The management of these 
uncertainties itself consumes considerable time and efforts, and sanction of credit based on rigid 
norms compounds the difficulties in managing the industrial units. These problems get magnified 
in the case of smaller borrowers as they are less able to determine the terms of purchase or sales 
of goods and have a weaker financial structure as compared to the larger borrowers. 
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5.6.2 Forms of Bank Credit 
Bank credit sanctioned to borrowers takes the form of cash credit loans and bill financing. While 
cash credit is more favoured form of financing, banks specify separate limits for each type of 
assistance. The borrowers point out that compartmentalization hampers their ability to make the 
best use of the credit sanctioned to them and should therefore be dispensed with, particularly 
since the components of working capital changes in the course of operations. There are delays, 
often inordinate, in processing applications. Similarly, many borrowers have introduced modern 
techniques for the management of working capital and finances. The reduced reliance on bank 
finance has been made possible for the better-established companies since 1980 by greater access 
to the capital market. Bulk of the lesser-known industrial borrowers however cannot approach 
the capital market directly. The latter have responded to stricter credit appraisal by banks by 
resorting to ways and means in increasing their current liabilities. The effect of stricter credit 
appraisal was being passed on successively by the larger borrowers to the smaller and weaker 
borrowers, to greater or lesser degree depending on prevailing economic conditions and the 
stance of monetary policy. 
 
5.7 Nayak Committee 
 
The Reserve Bank of India constituted a committee under the chairmanship of Mr. P.R.Nayak, 
Deputy Governor of RBI, in December 1991, to go into the difficulties experienced by small-
scale industries. It was in the light of a widespread belief among the industry that, though the 
RBI guidelines issued were wholesome, the banks did not always follow them. Considering the 
contribution of SSI sector to overall industrial production, RBI advised a special package of 
measures. The major recommendations of this committee were: 
• Village industries and the smaller tiny industries with credit limits up to Rs. 1 lakh 
should have the first claim on the priority sector credit to the SSI. 
• In regard to the larger SSI, there should be flexibility in the application of the 
inventory norms as per Tondon committee recommendations. 
• In those cases where the norms have not been prescribed, 25% of the output value 
should be freely allowed as working capital, of which at least banking sector should 
provide 4/5th. 
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There should be modification in the existing instructions/guidelines. 
1. The branch manager should be vested with adequate discretionary power to grant ad-hoc 
increase up to 10% over the sanctioned limits to meet unforeseen contingencies, even if 
the quantum of such ad-hoc limits is beyond the powers granted to him for sanctioning 
credit without reference to higher authorities. 
2. In case, the borrower is unable to bring in the additional margin money immediately, 
banks should not insist on the additional margin to be brought in by the entrepreneur in 
one installment at the time of granting “ad-hoc” increase in working capital limits. 
3. Collateral securities and/or third party guarantee should be dispensed with as a rule, 
irrespective of the amount of credit involved. 
In regards to the larger units with aggregate credit limit of over Rs. 10 lakhs, banks should form 
their own judgment as to what should be regarded as reasonable inventory level having due 
regard to the requirements of individual units. The commercial banks should open specialized 
branches to cater to the SSI sector. It is clear that norms for inventory and receivables were not 
to apply to SSI units having fund-based working capital limits less than Rs. 100 lakhs from the 
banking system. Such units should be provided working capital limits computed on the basis of a 
minimum of 20% of their projected annual turnover for new as well as existing units. This 
system of computing Maximum Permissible Bank Finance on the basis of annual projected 
turnover was extended to “all borrowers” enjoying fund-based working capital limits less than 
Rs. 100 lakhs from the banking system. The sanctioning authority must satisfy themselves about 
the reasonableness of the projected annual turnover of the applicants on the basis of annual 
statements of accounts or other statutory documents like sales tax return etc. He has to ensure 
that the estimated growth is realistic.  
 
5.8 Rashid Jilani Committee 
 
The summary of Rashid Jilani committee is as under. The existing borrowers enjoying fund-
based working capital limits of Rs. 10 crores and more from banking system should be subjected 
to a minimum current ratio of 1.5. The excess borrowings or the shortfall in the net working 
capital of the borrower arising out of the enhanced current ratio should be carved out of the cash 
credit account of the borrower and kept in a separate loan account. The balance in the loan 
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account together with the interest thereon should be repaid by the borrower within a period of 3 
to 5 years, depending upon the cash generating potential and the capacity to serve long term debt. 
The resultant MPBF to which the borrower is entitled should represent the cash credit and/or 
bills limits or commercial paper. 
 
Interest on both components, i.e. the loan craved out of the original cash credit account should be 
charged at the same rate. In the case of default in repayment of the installments in respect of the 
newly created loan, banks should charge interest on the amount in default at a rate slightly above 
the normal rate of interest. The borrowers enjoying working capital limits of Rs. 50 lakhs and 
above but below Rs. 10 crores should be subjected to minimum current ratio of 1.5:1 in a phased 
manner within a period of three years.  In respect of new borrowers availing them of fund based 
working capital limits of Rs. 10 crores and above from the banking system, a minimum current 
ratio of 1.5:1 should be insisted upon right from the beginning. When the current ratio of a 
borrowing unit is higher than 1.5, slip-back in the current ratio up to the level of 1.5 may be 
allowed provided the bank is satisfied about the genuineness of the reasons. To ensure proper 
end use of funds by the borrowers, utilization of funds should be strictly monitored on the basis 
of the quarterly information statements. In the case of seasonal industries MPBF is at present 
calculated on the basis of maximum deficit in the monthly/quarterly cash budget. Under the 
proposed system, at least one third of this deficit should be financed from the long-term sources 
of borrowers. 
 
The emergence of several new money market instruments as adjuncts to bank credit in the last 
one decade and the gradual dismantling of the protective environment, the dependence of 
borrowers on bank credit is bound to show a diminishing trend in coming years. The lesser 
dependence of borrowers on bank credit will result in reduction of the quantum of advances 
granted by banks by way of cash credit. The group, therefore, concludes that the measures 
recommended above, will help achieve better end use of funds and better financial discipline. It 
improves the quality of bank advances, facilitates better management of banks funds and will be 
in line with the reforms in the financial sector currently taking place. 
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5.9 Vaz  committee 
 
Vaz committee was constituted in January 1993 to review the role of RBI in laying down norms 
for bank lending for working capital purposes. The terms of reference of committee were: 
1. To examine and recommend the necessity or otherwise of continuing with the process of 
allocation of credit by fixing the extent of bank credit. 
2. To recommend the necessity or otherwise of fixing of norms and lending discipline by 
RBI as against fixation of prudential exposure norms. 
Major Recommendations 
The group observed that existence of excessive regulations and their rigid implementation at the 
grass-root level had led to borrowers not obtaining adequate bank finance to meet their working 
capital needs and consequently seeking finance from sources other that banking sector. Further, 
the reform and/or restructuring of the financial sector that have been set in motion, would release 
a large quantum of lend-able resources to banking system. There would be no need to prescribe 
specific norms for inventory and receivables. 
The group suggested the following category of norms for Bank Lending for working capital. 
As against the present practice of RBI deciding norms for each item of inventory and receivables 
for different industries, henceforth banks would decide the maximum level of holding of each 
item of inventory and receivables for build-up of current assets. 
Banks may be asked to provide working capital finance to all borrowing units having fund-based 
working capital credit limits up to Rs. 1 crores (as against Rs. 50 lakhs now to village, tiny and 
other SSI units) from the banking system, computed on the basis of a minimum of 20% of their 
projected annual turnover. In other words, 25% of the output value of the projected turnover 
should be computed as working capital requirements of which at least 4/5 should be provided by 
banks and balance should be bought by the borrower’s margin money. 
The banks will continue permitting on merits “slip back” in current ratio for industrial units with 
good track record and sound current ratio for certain approved purposes subject to condition that 
a current ratio of at least 1.33:1 is maintained. Slip back is permitted for the following purposes: 
1. For undertaking either an expansion of existing capacity or for diversification 
2. For full utilization of existing plant capacity 
3. For meeting a substantial increase in the units working capital requirements on account 
of abnormal price rise. 
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Banks should be given complete power for assessment of working capital credit requirements of 
borrowings units. It was recommended that banks might henceforth freely sanction ad-hoc and/or 
additional limits, on merits of each case. 
The banks should obtain from all borrowers enjoying aggregate fund-based working capital 
credit limits of Rs. 1 crore and more from banking system, the statements prescribed under the 
quarterly information system/ monthly cash budget system. The banks should invariably charge 
penal interest if borrower fails to submit required information. In case of continuous defaults, 
banks may consider freezing the operation in account after giving due notice to the concerned 
borrower. No penal interest should be charged in case of default for reasons which are beyond 
the control of the borrower. 
The banks will levy minimum commitment charges of 1% p. a. on the unutilized portion of the 
working capital limits, subject to tolerance level of 15% of such limits. 
In order to ensure utilization of need based credit limits, banks may consider adoption of “Cash 
flow” approach in addition to existing fund-flow concept. This would enable them to reduce if 
not eliminate the gaps between sanctioned credit limits and the utilization thereof. The banks are 
advised to evolve suitable formats for monthly cash-flow statements to be obtained from the 
borrowers in addition to the existing CMA database and the QIS forms. 
 
5.10 Kanan Committee Report 
 
With a view to free the banks from rigidities of the Tandon Committee recommendations in the 
area of working capital finance and considering the ongoing liberalization in the financial sector, 
IBA constituted, a committee on “working capital finance” including assessment of maximum 
permissible bank finance (MPBF), headed by K. Kanan, Chairmen and Managing Director of the 
Bank of Baroda. It submitted its report to Indian Bank Association in Feb. 1997. It observed that 
since commercial banks in India are undergoing a metamorphosis of deregulations and 
liberalizations, it is imperative that micro level credit administration should be handled by each 
bank individually with their risk perception, risk analysis and risk forecasting. The following 
areas also require to be given greater attention: 
1. Regular interface with the borrower to have a better understanding of his business 
activities and problems faced by him. 
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2. Periodical obtaining of affidavits from the borrower declaring highlights of their assets, 
liabilities and operating performance. 
3. Periodical exchange of information among the financial institution to pick up the alarm 
signals at the earliest. 
4. Establishing a time bound programme a “Credit Information Bureau” to provide updated 
information of existing/new borrowers before taking a credit decision. 
The committee recommended that the arithmetical rigidities imposed by Tondon Committee and 
reinforced by Chore Committee in the form of MPBF, having so far been in vogue, should be 
given a go by. The committee also recommended for freedoms to each bank in regard to evolve 
their own system of working capital finance for fast credit delivery in order to serve more 
effectively various segments of borrowers in the Indian economy. Reserve Bank of India advised 
to all bank that an appropriate system may be evolved by banks for assessing to working capital 
needs of borrowers within the prudential guidelines and exposures norms already prescribed. The 
turnover method, as already prevalent for small borrowers, may continue to be used as a tool of 
assessment for this segment; since major corporates have adopted cash budget system for 
assessing working capital finance in respect of large borrowers. There should be no objection to 
the individual banks retaining the concept of the present maximum permissible bank finance 
with necessary modifications or any other system. 
Banks according to their perception of the borrower may henceforth determine working capital 
credit and the credit needs. Committee felt that Line of Credit system as prevalent in many 
advanced countries, should replace the existing system of assessment of sub limits within total 
working capital credit requirement. Under the L/c, the borrowers’ working capital credit 
requirement is assessed at an outer limit, which is flexible enough to be used in one or more of 
the forms as selected by the borrower in lieu of his requirements from time to time. Entire 
current assets are to be the prime security for the confirmed line of credit. The committee 
proposed to shift emphasis from the liquidity level lending to the cash deficit lending. The new 
system of working capital finance may be called Desirable Bank Finance. RBI has advised that 
in the interest of developing “bills” culture in the system, out of the total inland credit purchases 
of the borrowers, not less than 25% should be through bill drawn on them by concerned sellers. 
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Categorization of borrowers according to size of working capital finance 
• For non-SSI borrowers requiring working capital finance over Rs. 2 lakhs and up to 
Rs. 10 lakhs from the banking system, the committee proposed a simplified turnover 
based method of perceiving working capital credit requirement. 
• For non-SSI borrowers requiring working capital finance over Rs. 10 lakhs and up to 
Rs. 500 lakhs and SSI borrowers requiring working capital finance over Rs. Rs. 200 
lakhs but up to Rs. 500 lakhs from the banking system, the committee proposed the 
same method i.e. turn over based method for determining working capital 
requirement. 
• For all borrowers requiring working capital finance over Rs. 500 lakhs but up to Rs. 
1000 lakhs from the banking system, the committee proposed the assessment of 
working capital finance within with size of limit should continue to be on the basis of 
holding of current assets/current liabilities at present and later on switch over to the 
method of Cash Deficit Financing when it is stabilized fully at higher scale of 
working capital finance. 
• For all borrowers, requiring working capital finance over Rs. 1000 lakhs from the 
banking system, are statutorily required to maintain various financial database and 
statements. Such borrowers do not generally run out of adequate holding level of 
inventory and/or receivables but suffer more from the cash deficit arising from time 
to time. 
 
5.11 Flexible Bank Finance 
 
In April 1997, the Reserve Bank of India had withdrawn their mandatory guidelines extending 
working capital finance based on Tandon Committee norms. The banks were left free to 
introduce their own methods for financing corporates. One of the nationalized bank accordingly 
decides to introduce a new system called Flexible Bank Finance with greater degree of flexibility 
compare to present system. Since the bank finance is to bridge the gap between current assets 
and current liabilities, this method is also based on the same. 
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Under the proposed system fund based working capital requirement will be assessed as the 
difference between working capital gap and projected net working capital. Though the 
benchmark for current ratio will continue to be 1.33 it may accept some deviation in the same 
provided the current ratio is not less than 1.17. In cases where the current ratio has deteriorated 
on account of diversion taking place because of short term funds flow to fixed assets ratio, it may 
correct the position by giving a term loan to be repaid within 1 to 3 years provided the Debt 
Service Coverage Ratio and Debt-Equity Ratio are at acceptable level. The collection of data and 
analysis of financial statements will be as per the current system but the classification of current 
assets and current liabilities will be more customers friendly. A more liberal approach would also 
be adopted in working out current assets including cash margin deposits for letter of credit and 
guarantees and treating fixed deposit and temporary investment like money market mutual funds, 
commercial paper, certificate of deposits etc. 
With the above theoretical background, the attempt has been made to analyse and understand the 
size and trend of short-term finance in the cement companies under study for the period of 1997-
98 to 2002-03. The following section also focuses on the bank borrowings as % of current assets 
in the selected cement companies for the said period. At last an effort has been made to assess 
the relative finance liquidity verses profitability in terms of its return on total assets.  
 
5.12 Size and Trend in Short-term Finance 
 
Bank finance is the major source of working capital finance Table 5.12.1 and Table 5.12.2 shows 
the size and magnitude of short term bank borrowings for working capital investment. A C C 
Ltd. has maximum level of short term finance. It ranges from 72.37 crore to 0.00 crore during the 
study period. It has mean bank borrowings of 32.69 crore with 76.23% of coefficient of 
variation. In the year 2003-04, A C C Ltd had maximum level of short term finance and in the 
year 2003-04 it has lowest level of short term bank finance. There are six companies like L&T, 
Century textile, Grasim, India Cement, ACC and Gujarat Ambuja having more than 200 crores 
of short term bank borrowings. There are companies like Century Textiles & Inds Ltd and India 
Cements Ltd, having more than 200 crores of short term bank borrowings. Binani Cement Ltd, 
Birla Corporation Ltd, Madras Cements Ltd O C L India Ltd, and Ultratech Cement Ltd. have 
short term bank borrowings in the ranges of 50 crores to 100 crores. While rest of the nine 
companies has less than 50 crores of short term bank borrowings.  
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A C C Ltd. has a maximum level of short term bank finance and its bank borrowings range from 
0.00 crores to 72.37 crores during the study period. It has mean bank borrowings of 32.69 crores 
with 76.23% of coefficient of variations. In the year 2003-04 A C C Ltd. has gone for maximum 
level of bank finance and it has lowest bank finance in the year 2007-08. 
 
Table 5.1 
Short term Bank Borrowings 
(Rs. in Crore) 
Sr. No. Name of the Company 2003-04 2004-05 2005-06 2006-07 2007-08 2008-09
1 A C C Ltd. 44.55 72.37 36.13 27.05 16.03 0.00
2 Ambuja Cement ltd N.A. 1.10 1.10 1.10 1.10 0.99
3 Andhra Cements Ltd. 23.14 25.19 N.A. 22.64 19.15 19.76
4 Binani Cement Ltd. 25.32 7.01 13.36 16.51 132.13 197.37
5 Birla Corporation Ltd. 2.57 21.37 53.29 80.54 102.97 84.41
6 Century Textiles & Inds. Ltd. 417.96 277.98 464.09 168.39 347.27 326.39
7 Dalmia Bharat Sugar & Inds. Ltd. 20.00 26.24 69.08 22.07 151.46 3.78
8 Gujarat Sidhee Cement Ltd. 1.94 2.45 2.38 0.70 N.A. 0.05
9 Heidelberg Cement India Ltd. 51.11 51.76 47.89 0.00 0.00 0.80
10 India Cements Ltd. 451.86 437.57 244.45 161.98 145.21 232.97
11 J K Lakshmi Cement Ltd. 32.41 13.69 1.70 10.36 5.89 6.56
12 K C P Ltd. 25.42 16.49 20.00 14.83 4.50 22.44
13 Madras Cements Ltd. 21.91 12.73 23.21 78.24 70.33 241.37
14 Mangalam Cement Ltd. 0.00 0.00 0.00 0.00 0.00 0.00
15 N C L Industries Ltd. 8.01 10.04 10.80 33.91 49.02 32.63
16 O C L India Ltd. 41.29 47.15 96.87 118.04 102.68 120.20
17 Prism Cement Ltd. 35.36 28.21 35.26 8.75 0.00 0.00
18 Shree Digvijay Cement Co. Ltd. 12.25 12.45 0.06 7.34 1.04 0.00
19 Ultratech Cement Ltd. 8.16 68.28 14.15 20.91 143.10 55.35
20 Industry average 67.96 59.58 62.99 41.76 71.77 70.79
    (Source: PROWESS, CMIE Database) 
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after that it gradually rise and reach to the level of 3.78 crores in the year 2008-09.Gujarat Sidhee 
Cement Ltd. has mean value of short-term bank borrowing to the level of 1.50 crores. It has 
standard deviation of 1.14 and its co efficient of variation is 75.80 %. It has declining trend. It 
was having 41.33 crores of bank borrowings in 2003-04 which has gradually declined and 
reached to level of 0.05 crores in 2008-09.Heidelberg Cement India Ltd has a lot of variation in 
the utilization of bank borrowings over the six years of study period. In the first two years of 
study period, its bank borrowing was just 51.11 to 51.76 crores, but after that from 2005-06 it 
were around 47.89 hundred crores. In the year 2008-09 once it again its bank borrowing decline 
to 0.80 crores thus it has very high level of co-efficient of variation of 108.52%.India Cements 
Ltd is not much relied upon short term bank borrowing to finance its working capital. Its bank 
borrowings range from just 145.21 to 451.86 crores over a six year period. It has mean bank 
borrowing of 279.01 crores with 48.07% of co-efficient of variation. K Lakshmi Cement Ltd has 
bank borrowings in the range of 1.70 crores to 32.41 crores. It mean value of bank borrowings is 
32.41 crores with 92.68% of co-efficient of variation. In the year 2003-04 the company has used 
maximum level of bank borrowings’ C P Ltd has bank borrowings in the range of 51.63 crores to 
77.30 crores. Its mean bank borrowings are of 17.28 crores. It has declining trend of bank 
borrowings as in the year 2003-04 it had 25.42 crores of bank borrowings which has gradually 
decreased to 22.44 crores in the year 2008-09.Madras Cements Ltd. has quite steady use of bank 
borrowings during the 2003-04 to 2008-09. During this period it was around 241.37 to 70.33 
crores. But in the year 2006-07 it has paid almost all its bank borrowings and it has just 78.24 
crores of bank borrowings in the said year.N C L Industries Ltd are showing upward trend 
towards the use of short-term bank borrowings. N C L Industries Ltd has mean bank borrowings 
of 93.62 crores C L Industries Ltd has 59% of coefficient of variation while JK synthetics has 
70.10% of coefficient of variation. N C L Industries Ltd’s bank borrowings came up to 32.63 
crores from the level of 8.01 crores of 2003-04.O C L India Ltd was having 41.29 crores of bank 
borrowings in the 2003-04 but company has paid it gradually and reached to the level of 120.20 
crores.  
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Table 5.2 
Descriptive Statistics for Short term Bank Borrowings 
Sr. No. Name of the Company Mean S. D. C.V. Max. Min. 
1 A C C Ltd. 32.69 24.92 76.23 72.37 0.00 
2 Ambuja Cement ltd.d. 1.08 0.44 41.03 1.10 0.99 
3 Andhra Cements Ltd. 21.98 9.25 42.07 25.19 19.15 
4 Binani Cement Ltd. 65.28 79.98 122.51 197.37 7.01 
5 Birla Corporation Ltd. 57.53 39.15 68.05 102.97 2.57 
6 Century Textiles & Inds. Ltd. 333.68 104.66 31.37 464.09 168.39 
7 Dalmia Bharat Sugar & Inds. Ltd. 48.77 54.83 112.42 151.46 3.78 
8 Gujarat Sidhee Cement Ltd. 1.50 1.14 75.80 2.45 0.05 
9 Heidelberg Cement India Ltd. 25.26 27.41 108.52 51.76 0.00 
10 India Cements Ltd. 279.01 134.11 48.07 451.86 145.21 
11 J K Lakshmi Cement Ltd. 11.77 10.91 92.68 32.41 1.70 
12 K C P Ltd. 17.28 7.35 42.54 25.42 4.50 
13 Madras Cements Ltd. 74.63 86.13 115.40 241.37 12.73 
14 Mangalam Cement Ltd. 0.00 0.00 0.00 0.00 0.00 
15 N C L Industries Ltd. 24.07 16.87 70.10 49.02 8.01 
16 O C L India Ltd. 87.71 34.88 39.77 120.20 41.29 
17 Prism Cement Ltd. 17.93 16.95 94.55 35.36 0.00 
18 Shree Digvijay Cement Co. Ltd. 5.52 5.95 107.72 12.45 0.00 
19 Ultratech Cement Ltd. 51.66 50.79 98.31 143.10 8.16 
20 Cement Industry Aggregates 62.48 11.17 17.88 71.77 41.76 
       (Source: PROWESS, CMIE Database.) 
Prism Cement Ltd. has wide range in use of bank borrowings during the study period. Its 
minimum level of bank borrowings are of 0.00 crores and maximum level of 35.36 crores during 
the study period. Its mean value of bank borrowing is 17.93 crores with 94.55% of coefficient of 
variation. Shree Digvijay Cement Co. Ltd has upward trend in use of bank borrowings as short-
term finance. It has 12.25 crores of bank borrowings in 2003-04 which declines in initial three 
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years and reaches to 1.04 crores in 2008-09 crores. Ultratech Cement Ltd Ultratech Cement Ltd 
has mean bank borrowings of 51.66 crores with 98.31% of coefficient of variation.  
A C C Ltd. has short-term bank borrowings to current assets ratio of 2.74% on an average. It 
ranges from 6.53% to 0.00% during the study period. This company shows the downward trend 
in the said ratio. In the year 2003-04, it was just 4.78%, which increased gradually and reaches to 
0.73% in the year 2008-09.  
Table 5.3 
Short-term Borrowings as a % of Current Assets 
Sr. 
No
Name of the Company 2003-04 2004-05 2005-06 2006-07 2007-08 2008-09
1 A C C Ltd. 4.78 6.53 2.93 1.45 0.73 0.00
2 Ambuja Cement ltd. 0.00 0.24 0.19 0.10 0.07 0.04
3 Andhra Cements Ltd. 58.84 59.72 0.00 45.01 7.53 11.28
4 Binani Cement Ltd. 44.64 13.34 8.82 9.88 31.35 49.51
5 Birla Corporation Ltd. 1.16 8.04 17.55 16.56 25.95 12.55
6 Century Textiles & Inds. Ltd. 48.75 33.15 47.88 14.82 27.11 20.48
7 Dalmia Bharat Sugar & Inds. Ltd. 7.49 7.48 18.49 3.70 19.13 0.39
8 Gujarat Sidhee Cement Ltd. 2.93 3.80 4.04 0.73 0.00 0.07
9 Heidelberg Cement India Ltd. 47.82 44.40 40.35 0.00 0.00 0.15
10 India Cements Ltd. 72.36 75.25 33.62 16.51 10.79 17.86
11 J K Lakshmi Cement Ltd. 31.09 12.95 1.27 3.70 1.16 1.25
12 K C P Ltd. 37.14 20.31 18.72 10.47 2.27 7.70
13 Madras Cements Ltd. 9.12 4.10 7.10 12.73 9.03 26.66
14 Mangalam Cement Ltd. 0.00 0.00 0.00 0.00 0.00 0.00
15 N C L Industries Ltd. 20.05 23.84 17.58 40.86 35.69 23.38
16 O C L India Ltd. 18.42 18.45 31.79 29.44 24.61 24.54
17 Prism Cement Ltd. 40.09 29.63 31.05 7.14 0.00 0.00
18 Shree Digvijay Cement Co. Ltd. 23.85 18.73 0.12 8.79 1.37 0.00
19 Ultratech Cement Ltd. 1.48 10.43 1.84 2.18 10.98 4.09
20 Cement Industry Aggregates 4.78 6.53 2.93 1.45 0.73 0.00
   (Source: PROWESS, CMIE Database.) 
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Chart No. 5.2 
Short-term Borrowings as a % of Current Assets 
 
 
 
 
 
Ambuja Cement ltd has also mean ratio of 0.11% that represent its bank borrowings to current 
assets ratio is less than industry average ratio of 15.57%. Ambuja Cements Ltd shows downtrend 
in the bank borrowings and as a result it bank borrowings to current assets ratio also declines in 
the first three years of study but after that it again start rising and reach to 0.00% in the year 
2008-09.Andhra Cements Ltd. had bank borrowings to current assets ratio of 58.84% in the year, 
2003-04 which rise to 89.43% in subsequent year but after that it start declining and reached to 
59.72% in the year 2007-08. Thus it has wide variability in the level of bank borrowings as well 
current assets. Its coefficient of variation is 30.40% with mean ratio of 89.43%.Binani Cement 
Ltd has mean ban borrowings to current assets ratio of 26.26% with C.V. of 69.06%. In the year 
2003-04, it has highest bank borrowings to current assets ratio of 44.64% then it starts inclining 
and in the year 2008-09, it reached to 49.51%.Birla Corporation Ltd has more than industry 
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average of bank borrowings to current assets ratio. Industry average is 13.64% while Century 
Century Textiles & Inds. Ltd’s bank borrowings are 32.03% of current assets. It has 62.53% of 
coefficient of variation, which is quiet low than industry average. Century has also volatile trend 
in this ratio showing its bank borrowings are increasing faster than its current assets. Dalmia 
Bharat Sugar & Inds. Ltd. shows downward trend in this ratio. The decline trend of bank 
borrowings results into the decline in the said ratio and after 1999-2000, the rise in the current 
assets of Grasim has given further momentum in this downward trend. In the year 2003-04, 
company had bank borrowings of 7.49% of its current assets, which became just 0.39% in the 
year 2008-09.Gujarat Sidhee Cement Ltd has very wide fluctuations in the bank borrowings to 
current assets ratio. In the year 2003-04, it has gone for the very high amount of bank borrowings 
and in that year its bank borrowings were 2.932% of its current assets but as it had paid its bank 
borrowings in the subsequent year and this ratio declines to 7.48% but again it rise to 0.39% in 
the year 2008-09. Its coefficient of variation is of 97.25%.Heidelberg Cement India Ltd. mean 
value of the said ratio of 22.12%, which is more than industry average and its coefficient of 
variation, is also 109.81%, which is also much higher than industry average. India Cements Ltd 
shows fluctuated trend in this ratio up to 2008-09 but after that in the subsequent years, it had 
paid almost all of its borrowings and its ratio declines to just 17.86%. 
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Table 5.4 
Descriptive Statistics for Short term Bank Borrowings as a % of C.A. 
Sr. No. Name of the Company Mean S. D. C.V. Max. Min.
1 A C C Ltd. 2.74 2.52 92.10 6.53 0.00
2 Ambuja Cements Ltd. 0.11 0.09 84.70 0.24 0.00
3 Andhra Cements Ltd. 30.40 27.18 89.43 59.72 0.00
4 Binani Cement Ltd. 26.26 18.13 69.06 49.51 8.82
5 Birla Corporation Ltd. 13.64 8.53 62.53 25.95 1.16
6 Century Textiles & Inds. Ltd. 32.03 14.04 43.84 48.75 14.82
7 Dalmia Cement (Bharat) Ltd. 9.45 7.72 81.77 19.13 0.39
8 Gujarat Sidhee Cement Ltd. 1.93 1.88 97.25 4.04 0.00
9 Heidelberg Cement India Ltd. 22.12 24.29 109.81 47.82 0.00
10 India Cements Ltd. 37.73 28.97 76.77 75.25 10.79
11 J K Lakshmi Cement Ltd. 8.57 11.93 139.23 31.09 1.16
12 K C P Ltd. 16.10 12.33 76.60 37.14 2.27
13 Madras Cements Ltd. 11.46 7.97 69.53 26.66 4.10
14 Mangalam Cement Ltd. 0.00 0.00 0.00 0.00 0.00
15 N C L Industries Ltd. 26.90 9.25 34.39 40.86 17.58
16 O C L India Ltd. 24.54 5.50 22.41 31.79 18.42
17 Prism Cement Ltd. 17.98 17.66 98.19 40.09 0.00
18 Shree Digvijay Cement Co. Ltd. 8.81 10.32 117.21 23.85 0.00
19 Ultratech Cement Ltd. 5.17 4.39 84.89 10.98 1.48
20 Cement Industry Aggregates 15.57 11.19 76.30 30.50 4.26
               (Source: PROWESS, CMIE Database.) 
J K Lakshmi Cement Ltd has bank borrowings of 8.57% of its current assets on an average basis. 
This ratio ranges from 1.16% to 31.09% during the study period. In the year 2008-09, the said 
ratio increased to 1.25% as its bank borrowings increased in the said year and at the same time 
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there was reduction in current assets also.K C P Ltd has least variability in the said ratio as its 
coefficient of variation is just 76.60% and the ratio ranges from 2.27% to 37.14% during the 
study period. Thus, K C P Ltd has mean ratio of 16.10%, which is more than industry 
average.Madras Cements Ltd has very high level of bank borrowings as 11.46% of current 
assets. It has mean ratio of 16.10% with 69.53% of coefficient of variation. It has reduced its 
bank borrowing and its current assets level has rising trend, which results into the reduction in 
said ratio. In 2003-04, its bank borrowings to current assets ratio was 9.12% which decline to 
4.10% in the year 2008-09.N C L Industries Ltd had 20.05% of said ratio in 2003-04 and 23.38% 
in 2008-09 but in subsequent years it has declined drastically even though its bank borrowings 
were rising. This is because of the rising trend in current assets during the same period it has 
bank borrowings of 17.58% to 40.86% of its current assets during the period of 2003-04 to 2008-
09.O C L India Ltd has upper trend in the said ratio as its bank borrowings are increasing during 
this study period. It ranges from 18.42% to 31.79% over a period of 6 years. Its mean ratio is 
24.54% with 22.41% of coefficient of variation.Prism Cement Ltd has highest percentage of 
bank borrowings to current assets in its initial years of operations. It has 40.09% of current assets 
as bank borrowings but in subsequent year it declined to just 31.05 crores then it start rising at a 
lower rate and it reached to 7.14 crores in 2008-09.Shree Digvijay Cement Co. Ltd.has very high 
level of bank borrowings but as a percentage of current assets its bank borrowings are on an 
average 6.48% only. It has highest level of i.e. 117.21% of current assets as bank borrowings in 
the year 2003-04 after that this ratio declined and in the 2008-09, it reached to 23.85%.Ultratech 
Cement Ltd. has upward trend in bank borrowings to current assets ratio in the first three years of 
study. The said ratio rises from 1.48% to 1.48% in the year 2008-09. 
 
 
5.13 Relative Finance Liquidity 
 
Relative finance liquidity is measured by short term borrowings to total borrowings ratio. In the 
total borrowings of company, if company has higher proportion of short term borrowings, it can 
improve on its profitability aspects as short term borrowings are less costly and more flexible 
compare to long term borrowings but at the same time company has risk of renewing borrowings 
again and again. On the other hand more use of long term borrowings reduced the risk of 
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renewing but it can adversely affect on profitability as long term borrowings are more costly and 
less flexible.  
 Cement Industry on aggregate basis has on an average 930.47% of short term borrowings in 
their total borrowings. This shows that its short term assets are finance by long term borrowings 
which is conservative working capital financing policy. The mean short term borrowings to total 
borrowings ratio range from 306.41% to 1509.07% for all the companies.  
Table 5.5 
Short-term Borrowings to Long-term Borrowings Ratio (%) 
Sr. No. Name of the Company 2003-04 2004-05 2005-06 2006-07 2007-08 2008-09
1 A C C Ltd. 3.09 4.80 3.37 3.51 5.23 0.00
2 Ambuja Cements Ltd. 0.00 0.09 0.10 0.13 0.33 0.34
3 Andhra Cements Ltd. 12.03 14.28 N.A. 20.75 7.81 6.14
4 Binani Cement Ltd. 6.27 1.42 2.50 2.39 17.17 25.36
5 Birla Corporation Ltd. 1.47 10.39 25.67 35.77 46.32 37.70
6 Century Textiles & Inds. Ltd. 38.48 31.07 49.53 12.95 24.49 18.52
7 Dalmia Cement (Bharat) Ltd. 7.10 5.27 10.12 2.18 9.57 0.16
8 Gujarat Sidhee Cement Ltd. 0.75 0.99 1.06 0.35 0.00 0.07
9 Heidelberg Cement India Ltd. 16.40 16.93 15.64 0.00 0.00 7.41
10 India Cements Ltd. 22.24 22.02 15.96 7.87 8.02 11.72
11 J K Lakshmi Cement Ltd. 4.37 1.99 0.25 1.44 0.85 0.96
12 K C P Ltd. 45.69 35.06 32.94 21.00 7.98 33.28
13 Madras Cements Ltd. 3.57 1.84 3.85 11.55 4.30 9.80
14 Mangalam Cement Ltd. 0.00 0.00 0.00 0.00 0.00 0.00
15 N C L Industries Ltd. 22.43 41.13 11.69 25.42 25.17 10.70
16 O C L India Ltd. 20.67 14.01 23.15 27.80 20.57 16.81
17 Prism Cement Ltd. 11.08 9.86 15.09 8.11 0.00 0.00
18 Shree Digvijay Cement Co. Ltd. 5.40 4.81 0.03 9.95 1.03 0.00
19 Ultratech Cement Ltd. 0.50 4.46 0.97 1.32 8.22 2.58
20 Industry average 10.28 9.79 10.82 7.15 11.07 9.12
      (Source: PROWESS, CMIE Database.) 
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Chart No. 5.3 
Short-term Borrowings to Long-term Borrowings Ratio (%) 
 
 
 
 
 
There are four companies having their mean said ratio in the range of 5% to 15%. K C P Ltd 
(5.04%), O C L India Ltd. (0.17%), and Shree Digvijay Cement Co. Ltd. (3.61%), are the 
companies having very low level of short term finance in their total finance, stating very 
conservative working capital financing policy.  
 
There are four companies having their short term borrowings to total borrowings ratio in the 
interval of 25% to 40%. Century Textiles & Inds. Ltd (38.48%), Heidelberg Cement India Ltd 
(16.40%), India Cements Ltd (22.24%) and N C L Industries Ltd (22.43%) are the companies 
having very high level of short term finance in their total finance, stating very aggressive 
working capital financing policy. Rest of (one)1 companies, listed in table 5.13.2, have the said 
ratio in the range of 30% to 50% stating moderate working capital financing policy. 
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Table 5.6 
Descriptive Statistics for Short term Borrowings to Total Borrowings 
 
Sr. No. Name of the Company Mean S. D. C.V. Max. Min. 
1 A C C Ltd. 3.33 1.84 55.24 5.23 0.00
2 Ambuja Cements Ltd. 0.17 0.14 84.04 0.34 0.00
3 Andhra Cements Ltd. 12.20 7.18 58.82 20.75 6.14
4 Binani Cement Ltd. 9.19 9.85 107.23 25.36 1.42
5 Birla Corporation Ltd. 26.22 17.27 65.85 46.32 1.47
6 Century Textiles & Inds. Ltd. 29.17 13.44 46.07 49.53 12.95
7 Dalmia Cement (Bharat) Ltd. 5.73 3.99 69.65 10.12 0.16
8 Gujarat Sidhee Cement Ltd. 0.54 0.46 86.02 1.06 0.00
9 Heidelberg Cement India Ltd. 9.40 8.07 85.84 16.93 0.00
10 India Cements Ltd. 14.64 6.51 44.50 22.24 7.87
11 J K Lakshmi Cement Ltd. 1.64 1.46 88.74 4.37 0.25
12 K C P Ltd. 29.33 13.07 44.57 45.69 7.98
13 Madras Cements Ltd. 5.82 3.89 66.90 11.55 1.84
14 Mangalam Cement Ltd. 0.00 0.00 0.00 0.00 0.00
15 N C L Industries Ltd. 22.76 11.12 48.87 41.13 10.7
16 O C L India Ltd. 20.50 4.82 23.50 27.80 14.01
17 Prism Cement Ltd. 7.36 6.14 83.52 15.09 0.00
18 Shree Digvijay Cement Co. Ltd. 3.54 3.93 111.18 9.95 0.00
19 Ultratech Cement Ltd. 3.01 2.92 97.20 8.22 0.50
20 Cement Industry Aggregates 9.71 1.44 14.80 11.07 7.15
        (Source: PROWESS, CMIE Database.) 
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5.14 Liquidity Vs Profitability 
 
To study the relative finance liquidity and profitability, the short term borrowings (SB) to total 
borrowings (TB) ratio and Return (PAT) on total assets ratios are tabulated in Table 5.14.1. 
Companies like A C C Ltd., Ambuja Cements Ltd, and Birla Corporation Ltd.and Gujarat Sidhee 
Cement Ltd. Mangalam Cement Ltd.and Prism Cement Ltd with very high SB to TB ratio have 
comparatively very high Return (PAT) on total assets. This is because of use of short term 
finance which is flexible and less costly. On the contrary companies like Binani Cement Ltd., 
Birla Corporation Ltd, K C P Ltd., O C L India Ltd, and Mangalam Cement have very high SB 
to TB ratio means high level of long term borrowings which is less flexible and more costly 
results into low profitability in terms of low Return (PAT) on total assets. A C C Ltd. has a 
declining trend in the short term borrowings to total borrowings ratio. In the year 2003-04, it was 
3.09%, which declines gradually to 0.00% in 2008-09. This shows it has increased long term 
borrowings proportion in the total borrowings and enhanced its liquidity position. The company 
has not gained liquidity as the cost of profitability as its return on total assets ratio has also 
improved during the said period. It had profit of 10.78% in 2003-04, which increased and in the 
2008-09, it has reported 23.6% of return on total assets. Ambuja Cements Ltd. has only 0% to 
0.09% of short term borrowings in the initial two years of study. It had highly relied upon long 
term borrowings to have more liquidity but its return on total assets ratio was positive showings 
the gain. Then for subsequent three years, it had raised the proportion of short term borrowings 
and reduced its liquidity that helped it in more increasing their gain also. Andhra Cements Ltd 
has short term borrowings in the range of 20.75% to 6.14% over a period of six years of study. 
Its profitability ratio is negative were rising up to 2003-04 but in subsequent years it increased to 
around -5.47% to 12.99%.Binani Cement Ltd. had declined its short term borrowings proportion 
from 6.27% in 2003-04 to 25.36% in 2008-09. It has reduced its liquidity but it has gained on its 
profitability and its profitability ratio has turned out to positive figure during the study period. 
Birla Corporation Ltd has mixed trend in the SB to TB ratio. In the initial three years of study, it 
shows rising trend but in subsequent years it declined and it increased the use of long term 
borrowings. Its profitability aspect shows that it has declined its losses on total assets ratio over a 
period of six years. Overall it had benefited on the aspects i.e. increase in liquidity and 
profitability. Century Textiles & Inds. Ltd. has reduced its short term borrowings proportion 
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from 38.48% to 18.52 % in last six years. The rising trend of its long term borrowings has 
resulted in to more favourable impact on its profitability the last five years. Dalmia Cement 
(Bharat) Ltd. has downward trend in short term borrowings to total borrowings ratio. It shows 
that company is becoming very aggressive and increasing its short term fund, which help it in 
improving its profitability. From the profit ratio of 9.35% in 2003-04, it had converted in to 
profit on total assets of 11.06% in 2008-09.Gujarat Sidhee Cement Ltd.has declined its short 
term borrowings proportion in the total borrowings and increased long term borrowings. It has 
increased its liquidity but it had much suffered in terms of profitability. Heidelberg Cement India 
Ltd.. has 16.4% of short term bank borrowings to total borrowings ratio in Heidelberg Cement 
India Ltd., in the same year, its return on total assets ratio was 15.64%. In the year 1999-2000, its 
short-term borrowings to total borrowings ratio has increased to 7.41% expecting rise in 
profitability but its profitability was reduced to -1.01% in terms of return on total assets. In the 
subsequent year 2003-04, it has reduced its short term borrowings to just 5.27% of total 
borrowings and its return on total assets ratio has shown a little rise and became 12.87% so it is 
very contrary behaviour of said variables not generating expected result. This is because of other 
economic and market related variables. India Cements Ltd. has downward trend in the proportion 
of short-term borrowings in the total borrowings. The increase in long-term borrowings that is 
very costly leads to decline in profitability. In 2003-04, it had gain of 2.01% of its total assets 
that increase to the level of 12.51% in the year 2008-09 but in subsequent year company enables 
to incline them. India Cements Ltd. has shown mixed trend in short-term borrowings to total 
borrowings ratio. In the initial years, SB to TB ratio was declining but in subsequent years it has 
upward trend. The profitability of India Cements has downward trend reporting loss of 10.51% 
of return on total assets in the year 2002-03.J K Lakshmi Cement Ltd. has shown mixed trend in 
short-term borrowings to total borrowings ratio. In the initial years, SB to TB ratio was declining 
but in subsequent years it has upward trend. The profitability of India Cements has downward 
trend reporting gain of 18.44% of return on total assets in the year 2008-09. 
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Table 5.7 
Short term Borrowings to Total Borrowings Ratio (%) 
And Return (PAT) on Total Asset (%) 
Sr. 
No. Name of Company 
2003-04 2004-05 2005-06 2006-07 2007-08 2008-09 
STB 
to 
TB 
ROTA 
STB 
to 
TB 
ROTA 
STB 
to 
TB 
ROTA 
STB 
to 
TB 
ROTA 
STB 
to 
TB 
ROTA 
STB 
to 
TB 
ROTA 
1 A C C Ltd. 3.09 10.78 4.80 13.58 3.37 16.94 3.51 31.41 5.23 33.37 0.00 23.60 
2 Ambuja Cements Ltd. 0.00 15.44 0.09 16.52 0.10 20.74 0.13 48.61 0.33 49.56 0.34 26.86 
3 Andhra Cements Ltd. 12.03 -5.47 14.28 10.21 N.A. N.A. 20.75 38.27 7.81 22.28 6.14 12.99 
4 Binani Cement Ltd. 6.27 11.37 1.42 11.15 2.50 11.91 2.39 15.85 17.17 20.22 25.36 13.22 
5 Birla Corporation Ltd. 1.47 12.44 10.39 16.84 25.67 19.42 35.77 46.70 46.32 54.75 37.70 31.10 
6 Century Textiles & Inds. Ltd. 38.48 6.58 31.07 7.76 49.53 10.35 12.95 14.90 24.49 13.45 18.52 11.30 
7 Dalmia Cement (Bharat) Ltd. 7.10 9.35 5.27 4.92 10.12 11.40 2.18 19.25 9.57 20.90 0.16 11.06 
8 Gujarat Sidhee Cement Ltd. 0.75 -7.66 0.99 -10.80 1.06 25.21 0.35 41.41 0.00 N.A. 0.07 59.92 
9 Heidelberg Cement India Ltd. 16.40 -1.01 16.93 3.81 15.64 -15.89 0.00 11.44 0.00 19.26 7.41 12.87 
10 India Cements Ltd. 22.24 2.01 22.02 4.69 15.96 6.74 7.87 16.19 8.02 18.96 11.72 12.51 
11 J K Lakshmi Cement Ltd. 4.37 0.77 1.99 4.65 0.25 9.14 1.44 20.21 0.85 23.37 0.96 18.44 
12 K C P Ltd. 45.69 5.57 35.06 13.03 32.94 16.36 21.00 30.06 7.98 32.14 33.28 24.85 
13 Madras Cements Ltd. 3.57 8.84 1.84 7.69 3.85 11.26 11.55 26.23 4.30 20.50 9.80 15.76 
14 Mangalam Cement Ltd. 0.00 -8.61 0.00 97.98 0.00 16.00 0.00 18.90 0.00 33.28 0.00 27.91 
15 N C L Industries Ltd. 22.43 9.38 41.13 9.71 11.69 10.51 25.42 14.37 25.17 15.70 10.70 11.58 
16 O C L India Ltd. 20.67 10.44 14.01 9.24 23.15 10.38 27.80 15.35 20.57 16.12 16.81 14.31 
17 Prism Cement Ltd. 11.08 0.85 9.86 6.53 15.09 11.97 8.11 22.52 0.00 58.75 0.00 23.25 
18 Shree Digvijay Cement Co. Ltd. 5.40 0.41 4.81 -1.10 0.03 39.65 9.95 34.52 1.03 -7.48 0.00 12.22 
19 Ultratech Cement Ltd. 0.50 5.25 4.46 2.25 0.97 10.87 1.32 30.03 8.22 26.00 2.58 22.22 
20 Industrial Average 10.28 4.56 9.79 12.04 10.82 13.50 7.15 26.12 11.07 26.17 9.12 20.31 
(Source: PROWESS, CMIE Database.) 
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K C P Ltd Ltd. has introduced its short-term bank borrowings and given more emphasis on long-
term borrowings that increased its liquidity and solvency but it has suffered on the aspect of 
profitability in terms of downward figures of return on total assets. Madras Cements Ltd.and 
Mangalam Cement Ltd. both the companies have reduced their short-term borrowings proportion 
in the total borrowings but they have maintained their profitability as their return on total assets 
has shown upward trend. N C L Industries Ltd. has decreased the proportion of short-term 
borrowings and controlled on liquidity and tried to increase its profitability. Its return on total 
assets ratio was 22.43% and its SB to TB ratio was 9.38% in 2003-04, which rise to 10.7% and 
11.58% respectively in the year 2008-09.O C L India Ltd. has increased its short-term 
borrowings and increased its long-term borrowings that resulted into the loss of profitability in 
terms of negative figure of profit after tax. O C L India Ltd. has 20.67% of short-term 
borrowings in 2003-04, which gradually increased to 14.31% in 2008-09 thus it has employed 
more short term fund to gain on profitability but unfortunately its return on total assets are also 
declining during the study period. Prism Cement Ltd. has upward trend in short-term borrowings 
proportion in total borrowings and the same upward trend in its profitability for the initial three 
years of study. In subsequent years, it has declined its short-term borrowings and its profitability 
has also declined.Shree Digvijay Cement Co. Ltd. had declined its SB to TB ratio and are 
suffered on their profitability aspects by increasing their loss as %-1.1 of total assets. In 2003-04, 
Ultratech Cement Ltd. has SB to TB ratio of 2.58% and return on total assets ratio of 22.22%. In 
the five years span, it has extensively used long-term borrowings and that resulted in 26% of 
return on total assets in 2007-08 
 
5.15 Sources of working capital finance – Current Practices 
 
Executives are asked to fill up the attached questionnaire with a view to examining the practices 
followed by cement manufacturing companies under study. All the companies under the study 
use the combination of short term and long term funds for the working capital finance. Seven 
companies named A C C Ltd, Gujarat Sidhee Cement Ltd, J K Lakshmi Cement Ltd, Mangalam 
Cement Ltd, O C L India Ltd and Madras Cements Ltd have 75:25 ratio of short term to long 
term finance for the working capital purpose. Six companies named Shree Digvijay Cement Co. 
Ltd, Madras Cements Ltd, Birla Corporation Ltd, Binani Cement Ltd, and Dalmia Cement 
(Bharat) Ltd. companies have 80:20 ratio of short term to long term funds. Andhra Cements Ltd, 
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Heidelberg Cement India Ltd, N C L Industries Ltd and J K Lakshmi Cement Ltd have the said 
ratio of 60:40.Mangalam Cement Ltd and Binani Cement Ltd has 70:30 of said ratio for working 
capital finance. All the companies are using trade credit and bank borrowings as first preference 
for current assets financing. Some of the companies are using Commercial Paper, Public 
Deposits and Factoring for the short term finance. Andhra, ACC, Birla, Century, Mangalam 
Cement Ltd. and J K Lakshmi Cement Ltd use Bill Discounting in the form of bank finance 
along with Cash credit and working capital loan. Working capital loan is very popular form of 
bank finance. Executives were asked to state the problems in getting the bank finance. Very 
common and frequent problem is Lot of paper work and delay in sanction of loan amount. All 
the companies are satisfied with norms of Raw-material and work in process given by Tandon 
committee but they were not satisfied with norms of finished goods and debtors. 4 weeks period 
was very less. They also preferred first method of determining maximum permissible bank 
finance. A C C Ltd., Ambuja Cements Ltd. and Ultratech Cement Ltd. are using mixture of short 
term and long term finance for the working capital requirements. The proportion of short term 
finance to long term finance is 75:25.These companies generally prefer cash credit and working 
capital loan in form of bank finance. Andhra Cement has 80:20 ratio of short term finance to 
long term finance for the working capital requirement. It has raised fund through trade credit, 
bank borrowings and public deposits. It uses all the forms of bank finance to raise the working 
capital fund.  
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6.1 Introduction 
 
Inventory constitutes a major component of working capital. To a larger extent, the success or 
failure of a business depends upon its inventory management performance. Proper management 
and control of inventory not only solve the problems of liquidity but also increases the 
profitability. Inventory establishes link between production and sales. Every business 
undertaking needs inventory in adequate quantity for efficient processing and in transit handling. 
Since inventory itself is an idle investment and involves holding cost, it is always desirable that 
investment in these assets should be kept at the minimum possible level. Inventory should be 
available in proper quantity at all times, neither more nor less than what is required. The primary 
objective of inventory management is to avoid too much and too little of inventory so that 
uninterrupted production and sales with minimum holding costs and better customer’s services 
may be possible. To evaluate the practices and performance in inventory management in cement 
companies under the study for the time period 1997-98 to 2002-03, the attempt has been made to 
analyse size, trend, composition, circulation and growth of inventory along with the prevailing 
control techniques followed by the cement companies under study. 
 
6.2 Size and Trends in Inventory 
 
Cement industry is the capital intensive industry that would require huge investment in the 
projects and in the current assets investment due to continuous production. The investment in the 
inventory in the year of 2003-04 was 114.52 crores and reached to 285.31crores in the year 
2008-09 that shows the growth rate of 44.33%.In the industry A C C Ltd spends about Rs. 611.6 
crores of the total investments in the top 19 cement companies. This is more than the industry 
average. Total size of investment in inventory in Ambuja Cements Ltd was seen in the above 
Table 6.1.1. The ratio was 224.31 crores which were then after increased to 624.13 times. The 
average Total size of investment in inventory was 453.8 crores with standard deviation of 270.0 
percent and coefficient variance is 59.50% 
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Table 6.1 
Total Investment in Inventory 
(Rs. in Crores) 
Sr. No. Name of Company 2003-04 2004-05 2005-06 2006-07 2007-08 2008-09
1 A C C Ltd. 378.01 542.38 600.95 624.13 730.86 793.27
2 Ambuja Cements Ltd. 224.31 254.28 316.91 408.16 580.53 938.72
3 Andhra Cements Ltd. 11.30 10.43 N.A. 12.93 60.23 39.01
4 Binani Cement Ltd. 39.59 33.60 33.55 57.25 217.45 212.54
5 Birla Corporation Ltd. 102.96 102.96 105.74 142.59 200.45 192.87
6 Century Textiles & Inds. Ltd. 469.52 442.56 490.93 474.37 612.88 670.57
7 Dalmia Cement (Bharat) Ltd. 163.38 192.80 191.68 197.53 491.60 530.91
8 Gujarat Sidhee Cement Ltd. 17.17 24.97 24.29 31.33 N.A. 35.59
9 Heidelberg Cement India Ltd. 54.46 57.18 63.59 61.14 61.73 71.07
10 India Cements Ltd. 159.07 201.60 213.82 248.49 350.64 390.91
11 J K Lakshmi Cement Ltd. 33.54 32.75 36.63 55.82 62.19 66.02
12 K C P Ltd. 31.46 37.86 51.22 56.28 62.12 78.11
13 Madras Cements Ltd. 52.73 131.14 100.95 128.24 242.69 328.89
14 Mangalam Cement Ltd. 25.79 22.22 29.46 43.18 84.93 46.25
15 N C L Industries Ltd. 19.73 20.58 23.19 31.72 35.44 40.70
16 O C L India Ltd. 100.57 101.50 118.2 142.16 139.58 173.56
17 Prism Cement Ltd. 41.81 45.67 61.16 61.78 85.22 76.90
18 Shree Digvijay Cement Co. Ltd. 27.26 28.11 15.60 33.74 38.96 43.04
19 Ultratech Cement Ltd. 223.17 283.71 379.57 433.58 609.76 691.97
20 AVERAGE  114.52 135.07 158.75 170.76 259.29 285.31
(Source: PROWESS, CMIE Database)  
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Chart 6.1 
Total Investment in Inventory 
 
 
Andhra Cements Ltd has reduced its investment in the inventory.  In the year 2003-04, it was 
11.3 crores and increased to 39.01 crores, the growth rate of 245%.Other Company that catches 
the focus in the inventory investments is Binani Cement Ltd.  Its investments in the year 2003-04 
were Rs. 39.59 crores and increased to Rs. 212.54 crores, that is growth rate of 91.20%.  This 
sharp increase may be because of some demand forecasting or hike in the demand. Some of the 
companies which have minimum size of investment in the inventory are Birla Corporation Ltd., 
Gujarat Sidhee Cement Ltd., Heidelberg Cement India Ltd., J K Lakshmi Cement Ltd., K C P 
Ltd., Madras Cements Ltd., Mangalam Cement Ltd and N C L Industries. As far as industry is 
concerned, it has mean total inventory of Rs. 9858.15 crores with the standard deviation of Rs. 
187.3 crores and co-efficient of variation of 36.92%.It has maximum total inventory of Rs. 285.3 
crores and minimum total inventory of Rs. 114.5 crores.  This shows that this industry is less 
affected by the cycling and seasonal variation because the variation is 69.1% and the difference 
between the maximum level and minimum level is only Rs. 169.85 crores.  
Birla Corporation Ltd. has the highest mean total Inventory of Rs. 141.3 Crores with the standard 
deviation (S.D.) of Rs. 45.5 crores and co-efficient of variation (C.V.) of 32.23 %, which is quite 
low as compared to industry 36.92%.  It holds Rs. 200.5 crores as a maximum total inventory 
and Rs. 103.0 crores as a minimum total inventory.  
The highest co-efficient of variation was found in Binani Cement Ltd. of 91.20% with a mean of 
Rs. 99.0 crores and standard deviation of Rs. 90.3 crores.  The highest investment in the 
inventory is Rs. 217.5 crores and lowest line is Rs. 33.6 crores which has a deviation of Rs. 90.3 
crores, this absolute deviation is 91.20%.Second highest co-efficient of variation is Andhra 
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Cements Ltd. of 82.81% with the mean of Rs. 26.8 crores and standard deviation of Rs. 22.2 
crores.  
The others to be considered as the largest variations are Ambuja Cements Ltd of 59.50% as a 
C.V. and S.D. of 270.0 crores, Dalmia Cement (Bharat) Ltd. of 57.24% as a C.V. and S.D. of 
168.7 crore, Madras Cements Ltd. of 62.20% as a C.V. and S.D. of 102.1crores, Mangalam 
Cement Ltd. of 55.10% as a C.V. and S.D. of 23.1 crores, Ultratech Cement Ltd. of 41.87% as a 
C.V. and S.D. of 183.0 crores, Ambuja Cements Ltd. of 59.50% as a C.V. and S.D. of 270.0 
crore. 
Table 6.2 
Descriptive Statistics for Total Inventory 
Sr. No. Name of Company Mean S. D. C.V. Max. Min. 
1 A C C Ltd. 611.60 146.20 23.90 793.30 378.00
2 Ambuja Cements Ltd. 453.80 270.00 59.50 938.70 224.30
3 Andhra Cements Ltd. 26.80 22.20 82.81 60.20 10.40
4 Binani Cement Ltd. 99.00 90.30 91.20 217.50 33.60
5 Birla Corporation Ltd. 141.30 45.50 32.23 200.50 103.00
6 Century Textiles & Inds. Ltd. 526.80 92.20 17.50 670.60 442.60
7 Dalmia Cement (Bharat) Ltd. 294.70 168.70 57.24 530.90 163.40
8 Gujarat Sidhee Cement Ltd. 26.70 7.10 26.52 35.60 17.20
9 Heidelberg Cement India Ltd. 61.50 5.70 9.32 71.10 54.50
10 India Cements Ltd. 260.80 90.80 34.82 390.90 159.10
11 J K Lakshmi Cement Ltd. 47.80 15.20 31.82 66.00 32.80
12 K C P Ltd. 52.80 16.90 31.90 78.10 31.50
13 Madras Cements Ltd. 164.10 102.10 62.20 328.90 52.70
14 Mangalam Cement Ltd. 42.00 23.10 55.10 84.90 22.20
15 N C L Industries Ltd. 28.60 8.70 30.33 40.70 19.70
16 O C L India Ltd. 129.30 28.10 21.75 173.60 100.60
17 Prism Cement Ltd. 62.10 16.90 27.30 85.20 41.80
18 Shree Digvijay Cement Co. Ltd. 31.10 9.70 31.33 43.00 15.60
19 Ultratech Cement Ltd. 437.00 183.00 41.87 692.00 223.20
20 AVERAGE  187.30 69.1 36.92 285.30 114.50
        (Source: PROWESS, CMIE Database)  
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Others, which can be said less volatile with less variation, are Ambuja A C C Ltd. of 23.90% as a 
C.V. and S.D. of 146.2 crores, Century Textiles & Inds. Ltd. of 17.50% as a C.V. and S.D. of 
92.2 crores, Heidelberg Cement India Ltd of 9.32% as a C.V. and S.D. of 5.7 crores, J K 
Lakshmi Cement Ltd. of 31.82% as a C.V. and S.D. of 8.7 crores, Prism Cement Ltd. of 27.30% 
as a C.V. and S.D. of 16.9 crores, Shree Digvijay Cement Co. Ltd. of 31.33% as a C.V. and S.D. 
of 9.7 crores. Few others companies with less variation are A C C Ltd., India Cements Ltd.,  
Mangalam Cement Ltd, Prism Cement, Madras Cements Ltd, and O.C.L India. 
Table 6.3 
Trend analysis of Total Investment in Inventory 
Sr. No. Name of Company Mar-04 Mar-05 Mar-06 Mar-07 Mar-08 Mar-09
1 A C C Ltd. 100.00 143.48 110.80 103.86 117.10 108.54
2 Ambuja Cements Ltd. 100.00 113.36 124.63 128.79 142.23 161.70
3 Andhra Cements Ltd. 100.00 92.30 0.00 N.A 465.82 64.77
4 Binani Cement Ltd. 100.00 84.87 99.85 170.64 379.83 97.74
5 Birla Corporation Ltd. 100.00 100.00 102.70 134.85 140.58 96.22
6 Century Textiles & Inds. Ltd. 100.00 94.26 110.93 96.63 129.20 109.41
7 Dalmia Cement (Bharat) Ltd. 100.00 118.01 99.42 103.05 248.87 108.00
8 Gujarat Sidhee Cement Ltd. 100.00 145.43 97.28 128.98 0.00 N.A
9 Heidelberg Cement India Ltd. 100.00 104.99 111.21 96.15 100.96 115.13
10 India Cements Ltd. 100.00 126.74 106.06 116.21 141.11 111.48
11 J K Lakshmi Cement Ltd. 100.00 97.64 111.85 152.39 111.41 106.16
12 K C P Ltd. 100.00 120.34 135.29 109.88 110.38 125.74
13 Madras Cements Ltd. 100.00 248.70 76.98 127.03 189.25 135.52
14 Mangalam Cement Ltd. 100.00 86.16 132.58 146.57 196.69 54.46
15 N C L Industries Ltd. 100.00 104.31 112.68 136.78 111.73 114.84
16 O C L India Ltd. 100.00 100.92 116.45 120.27 98.19 124.34
17 Prism Cement Ltd. 100.00 109.23 133.92 101.01 137.94 90.24
18 Shree Digvijay Cement Co. Ltd. 100.00 103.12 55.50 216.28 115.47 110.47
19 Ultratech Cement Ltd. 100.00 127.13 133.79 114.23 140.63 113.48
20 AVERAGE  100.00 143.48 110.80 103.86 117.10 108.54
(Source: PROWESS, CMIE Database)  
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Two companies varies with the same pattern of Industry are J K Lakshmi Cement Ltd with the 
variation of 31.82% and K C P Ltd. of 31.90%.Those which have the positive trend are Ambuja 
Cements Ltd, ACC, Heidelberg Cement India Ltd, K C P Ltd, N C L Industries Ltd, Prism 
Cement Ltd, From the table, we can observe that the N C L Industries Ltd and Ambuja Cements 
Ltd have quite increasing trend. For Andhra Cements Ltd, unanticipated increment in the total 
investment in the inventory increased by 265% in 2007-08 while in case of Mangalam Cement 
Ltd, it decreased 45.54%. The same kind of case observed in Prism Cement Ltd where negative 
growth rate is 9.76%.The one amongst the cement industry is Century Textiles & Inds. Ltd 
which has highest fluctuation in the investment in the inventories started from 2003-04 to 2006-
07 it reduced by 3.4% then in next year increased by 29.20%.But in last year i.e. 2002-03 it 
increased by 9.41% that shows the large deviation. This might be because of huge fluctuation in 
the demand of its product. As if we compared with industry average the companies which have 
reduced the total investment in the inventories are Andhra Cements Ltd Binani Cement Ltd 
Gujarat Sidhee Cement Ltd, Heidelberg Cement India Ltd., J K Lakshmi Cement Ltd, K C P Ltd, 
Mangalam Cement Ltd., N C L Industries Ltd., Prism Cement Ltd., and Shree Digvijay Cement 
Co. Ltd. Out of these, total investment in inventories of Ultratech Cement Ltd is increased. 
Investment in inventories is also increased in Shree Digvijay Cement Co. Ltd in 6 years. 
Inventory Investment in J K Lakshmi Cement Ltd is increased.  
 
Investment in Raw Material Inventory 
 
The companies which are investing more on Raw Material Inventories are A C C Ltd, Ambuja 
Cements Ltd., Century Textiles & Inds Ltd., India Cements Ltd., Madras Cements Ltd., and 
Ultratech Cement Ltd. The total investment in the Raw Material inventory of A C C Ltd 
increased from 238.51crores in the year 2003-04 to 564.97 crores in the year 2008-09.For 
Ambuja Cements Ltd the investment also increased from 163.39 crores in 2003-04 to 712.98 
crores in the year 2008-09.Investment in Raw material inventory for Andhra Cements Ltd was 8 
crores in 2003-04 and reached to 34 crores in 2008-09 which in positive trend. Investment in 
R.M. in Binani Cement Ltd and Birla Corporation Ltd also have a positive trend showing strong 
purchase in the case of Binani Cement Ltd.But in the case of Century Textiles & Inds Ltd. 
investment in the R. M. has a fluctuated trend; it was 282 crores in 2003-04 and reduced to 374 
crores in 2008-09.   
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Table 6.4 
Investment in Raw material Inventory 
(Rs. in Crores) 
Sr. No. Name of Company 2003-04 2004-05 2005-06 2006-07 2007-08 2008-09
1 A C C Ltd. 239 349 362 403 503 565
2 Ambuja Cements Ltd. 163 178 231 323 441 713
3 Andhra Cements Ltd. 8 7 N.A 9 55 34
4 Binani Cement Ltd. 23 24 27 44 148 115
5 Birla Corporation Ltd. 44 48 64 97 125 133
6 Century Textiles & Inds. Ltd. 282 263 293 286 392 374
7 Dalmia Cement (Bharat) Ltd. 53 71 81 65 156 192
8 Gujarat Sidhee Cement Ltd. 10 13 13 18 N.A 28
9 Heidelberg Cement India Ltd. 33 39 46 43 35 41
10 India Cements Ltd. 83 120 154 178 250 277
11 J K Lakshmi Cement Ltd. 24 18 28 36 44 53
12 K C P Ltd. 14 15 24 29 23 34
13 Madras Cements Ltd. 29 94 65 105 210 271
14 Mangalam Cement Ltd. 13 18 19 27 59 33
15 N C L Industries Ltd. 5 5 7 13 19 25
16 O C L India Ltd. 59 66 77 92 95 117
17 Prism Cement Ltd. 30 31 44 45 62 69
18 Shree Digvijay Cement Co. Ltd. 20 20 10 23 27 29
19 Ultratech Cement Ltd. 138 175 214 299 451 447
20 AVERAGE  67 82 98 112 172 187
(Source: PROWESS, CMIE Database) 
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Chart No. 6.2 
Investment in Raw material Inventory 
 
 
 
 
 
These might be optimization of purchase system. As compared to the industry, it shows the 
positive composite investment in Raw Material, it was 67 crores in 2003-04 and reached to 187 
crores in 2008-09.The small investment in Raw material companies include Ambuja Andhra 
Cements Ltd, Binani Cement Ltd, Birla Corporation Ltd, Heidelberg Cement India Ltd, K C P 
Ltd, Mangalam Cement Ltd, Prism Cement Ltd, Mangalam and Shree Digvijay Cement Co. Ltd. 
Amongst the lowest investment is with N C L Industries Ltd of Rs. 12.2 crores. Highest co-
efficient of variation lie with Andhra Cements Ltd which is 95.62% followed by Binani Cement 
Ltd 85.49%. This is a function of Standard Deviation and Mean of the raw material inventory. 
Other companies with high C.V. are Madras Cements Ltd, N C L Industries Ltd, Ambuja 
Cements Ltd, Dalmia Cement (Bharat) Ltd and Gujarat Sidhee Cement Ltd. Lower C.V. 
companies are A C C Ltd, Century Textiles & Inds. Ltd, Heidelberg Cement India Ltd., K C P 
Ltd, J K Lakshmi Cement Ltd, Gujarat Sidhee Cement Ltd and Shree Digvijay Cement Co. Ltd, 
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The industry specifies the mean investment of Raw Material Inventory is Rs. 119.6 crores with 
standard deviation of Rs. 49.0 crores and co-efficient of variation of 40.95%.   
The maximum amount of investment in Raw Material Inventory is Rs. 186.9 crores and 
minimum amount of investment in Raw Material Inventory is Rs. 66.9 crores. Gujarat Sidhee 
Cement Ltd has the mean amount of investment in Raw Material Inventory is Rs. 16.5 crores 
Gujarat Sidhee Cement Ltd with the standard deviation of Rs. 7.3 crores and co-efficient of 
variation of 44.01%.The maximum and minimum amount of investment in Raw Material 
Inventory is Rs. 46.3 crores and Rs. 32.7 crores. Heidelberg Cement India Ltd had a mean 
investment in Raw Material Inventory is Rs. 39.5 crores with standard deviation of Rs. 5.1 crores 
and Co-efficient of variation of 12.78%.The maximum and minimum investment of Raw 
Material Inventory is Rs. 276.6 crores and Rs. 83.4 crores respectively. India Cements Ltd had a 
mean investment of Rs. 176.9 crores with standard deviation of Rs. 74.6 crores and co-efficient 
of variation of 42.16%. The maximum and minimum investment of Raw Material Inventory is 
Rs. 53.2 crores and Rs. 18.4 crores respectively.  J K Lakshmi Cement Ltd had a mean amount 
of investment in Raw Material Inventory is Rs. 34.0 crores with standard deviation of Rs. 13.0 
crores and co-efficient of variation of 38.29%.The maximum and minimum investment of Raw 
Material Inventory is Rs. 34.2 crores and Rs. 14.1 crores respectively. K C P Ltd. has mean Raw 
Material Inventory and standard deviation of Rs. 23.3 crores and Rs. 7.8 crores with the co-
efficient of variation of 33.35% which is quite higher in the industry. 
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Table 6.5 
Descriptive Statistics for Raw material Inventory 
Sr. No. Name of Company Mean S. D. C.V. Max. Min. 
1 A C C Ltd. 403.50 116.50 28.86 565.00 238.50
2 Ambuja Cements Ltd. 341.70 209.10 61.20 713.00 163.40
3 Andhra Cements Ltd. 22.50 21.50 95.62 55.00 7.00
4 Binani Cement Ltd. 63.60 54.40 85.49 148.20 23.20
5 Birla Corporation Ltd. 85.10 38.70 45.42 132.70 43.90
6 Century Textiles & Inds. Ltd. 314.80 53.70 17.07 391.70 263.30
7 Dalmia Cement (Bharat) Ltd. 103.10 57.10 55.37 192.50 53.40
8 Gujarat Sidhee Cement Ltd. 16.50 7.30 44.01 28.40 9.60
9 Heidelberg Cement India Ltd. 39.50 5.10 12.78 46.30 32.70
10 India Cements Ltd. 176.90 74.60 42.16 276.60 83.40
11 J K Lakshmi Cement Ltd. 34.00 13.00 38.29 53.20 18.40
12 K C P Ltd. 23.30 7.80 33.35 34.20 14.10
13 Madras Cements Ltd. 129.10 92.20 71.42 271.10 29.20
14 Mangalam Cement Ltd. 28.30 16.50 58.25 58.80 13.50
15 N C L Industries Ltd. 12.20 8.10 66.32 24.60 4.90
16 O C L India Ltd. 84.30 21.30 25.31 116.90 58.80
17 Prism Cement Ltd. 47.00 16.00 34.02 69.20 30.20
18 Shree Digvijay Cement Co. Ltd. 21.50 6.70 31.36 28.90 9.80
19 Ultratech Cement Ltd. 287.20 136.40 47.48 451.30 137.80
20 AVERAGE  119.60 49.00 40.95 186.90 66.90
         (Source: PROWESS, CMIE Database) 
 
 
The maximum and minimum Raw Material Inventory investments are Rs. 271.1 crores and Rs. 
29.2 crores.  Madras Cements Ltd had a mean investment in finished goods is Rs. 129.1 crores 
and Standard deviation of Rs. 92.2 crore with co-efficient of variation of 71.42%.The Maximum 
and Minimum investment in Raw Material Inventory are Rs. 58.8 crores and Rs. 13.5 crores. 
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Mangalam Cement Ltd has a mean of Rs. 28.3 crores and standard deviation of Rs. 16.5 crores 
with the co-efficient of variation of 58.25%.The maximum and minimum investments are Rs. 
24.6 crores and Rs. 4.9 crores respectively. N C L Industries Ltd has a mean of Rs. 12.2 crores 
and standard deviation of Rs. 8.1 crores with the co-efficient of variation of 66.32%.The 
maximum and minimum investments are Rs. 116.9 crores and Rs. 58.8 crores respectively.  O C 
L India Ltd has a mean of Rs. 84.3 crores and standard deviation of Rs. 21.3 crores with the co-
efficient of variation of 25.31%.The maximum and minimum investments are Rs. 69.2 crores and 
Rs. 30.2crores respectively.  Prism Cement Ltd has a mean of Rs. 47.0 crores and standard deviation 
of Rs. 16.0 crores with the co-efficient of variation of 34.02%, higher than the industry. The 
maximum and minimum investments are Rs. 28.9crores and Rs. 9.8crores respectively.  Shree 
Digvijay Cement Co. Ltd has a mean of Rs. 21.5crores and standard deviation of Rs. 6.7crores 
with the co-efficient of variation of 31.36%.The maximum and minimum investments are Rs. 
451.3 crores and Rs. 137.8 crores respectively. Ultratech Cement Ltd had a co-efficient of variation of 
136.4%,  
From the trend analysis we can see that which companies have increased investment in the raw 
material inventory for the long term of 6 years starting from 2003-04 to 2008-09.  If we compare 
the industry data with companies, we can get quite perfect results.  The growth rate in the 
investment in R.M. inventory is on an average that means the investment fluctuation is very less 
though it is in the negative sign of reduction of overall fall in investment for the period of 6 
years. From the table 6.1.6, Ambuja Cements Ltd.has the highest growth rate in the Raw 
Material Inventory by 161.73%. This growth rate is steadily for the period from 2003-04 to 
2008-09. The other company which has high investment in Inventory is K C P Ltd having 
growth rate of 146.99% in the six year.   
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Table 6.6 
Trend analysis of Investment in Raw material Inventory 
Sr. No. Name of Company 2003-04 2004-05 2005-06 2006-07 2007-08 2008-09
1 A C C Ltd. 100.00 146.51 103.61 111.33 124.76 112.34
2 Ambuja Cements Ltd. 100.00 109.14 129.68 139.87 136.29 161.73
3 Andhra Cements Ltd. 100.00 89.94 0.00 N.A 644.50 61.74
4 Binani Cement Ltd. 100.00 101.64 115.12 163.33 334.76 77.91
5 Birla Corporation Ltd. 100.00 109.82 133.74 149.95 129.27 106.24
6 Century Textiles & Inds. Ltd. 100.00 93.49 111.28 97.58 137.00 95.41
7 Dalmia Cement (Bharat) Ltd. 100.00 132.93 113.65 80.35 241.21 123.12
8 Gujarat Sidhee Cement Ltd. 100.00 136.59 102.21 134.70 0.00 N.A
9 Heidelberg Cement India Ltd. 100.00 119.18 118.73 93.31 81.17 116.47
10 India Cements Ltd. 100.00 143.52 128.82 115.46 140.36 110.76
11 J K Lakshmi Cement Ltd. 100.00 76.96 153.25 128.66 120.82 121.10
12 K C P Ltd. 100.00 110.04 152.01 124.47 79.59 146.99
13 Madras Cements Ltd. 100.00 322.26 69.53 160.55 199.84 129.11
14 Mangalam Cement Ltd. 100.00 134.42 106.18 140.59 217.30 56.57
15 N C L Industries Ltd. 100.00 96.83 147.95 174.65 147.42 132.54
16 O C L India Ltd. 100.00 112.14 116.59 120.17 102.34 123.59
17 Prism Cement Ltd. 100.00 102.78 142.76 100.29 140.16 110.92
18 Shree Digvijay Cement Co. Ltd. 100.00 97.75 48.90 239.38 114.74 107.88
19 Ultratech Cement Ltd. 100.00 126.84 122.31 139.66 151.17 99.08
20 AVERAGE  100.00 146.51 103.61 111.33 124.76 112.34
(Source: PROWESS, CMIE Database) 
 
From the year 2003-04 to 2006-07 it was increased by 124.47% and reduced to 79.59% by the 
end of 2007-08. Birla Corporation Ltd has also increased the investment in R.M. Inventory by 
149.95%, which was reduced by 106.24% in 2008-09.Century Textiles & Inds. Ltd has increased 
investment in the R.M. inventory investment by 137.00% besides a sharp reduction in the year 
2004-05 to 93.49%. If we look at the most likely companies which are concurrent with the 
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industry cycle are India Cements Ltd having the growth rate of 143.52%, J K Lakshmi Cement 
Ltd with the 153.25%, Madras Cements Ltd with increase of 322.26%,This company has 
increased its investment in the year 2004-05 by 222.26% and in the subsequent year it has 
reduced its investments in the R.M. inventory.OCL is also another company which is a 
concurrent with industry average of falling  in the investment in 6 year, which is the same.  
 
Investment in Work-in-process Inventory 
This tells us about position of work in process inventory investments.  As far as large 
companies are concerns A C C Ltd had invested worth Rs. 81.13 crores in the year 2003-04 and 
reached to Rs. 149.44 crores in the year 2008-09.  In between six years, there was high volatility 
in the investments in work in process inventory. It was Rs. 124.58 crores in 2004-05 and reached 
to Rs. 167.47 crores, this shows high investments in work in process inventory and subsequently 
it reduced to Rs. 146.71 crores. Other interesting observation is, Ambuja Cements Ltd had Rs. 29 
crores in 2003-04 and increased to Rs. 147.73 crores in 2008-09, which was continuously 
increasing except in the year 2005-06 and 2006-07 which was Rs. 49.76 crores and Rs. 45.85 
crores respectively. In 2003-04 Andhra Cements Ltd investments in the work in process 
inventory was Rs. 1.3 crores and increased to Rs. 3.53 crores.  Binani Cement Ltd has also 
increased investment in WIP of Rs. 0.26 crores in 2003-04 to Rs. 0.43 crores in 2007-08. In the 
year 2006-07, there was drastic reduction in the investment in WIP and reduced to Rs. 0.05 
crores. Birla Corporation Ltd had relatively less volatility in investments in work in process 
inventory which is on an average of Rs. 27.3 crores.  It was Rs. 28.06 crores in 2003-04 and 
increased to Rs. 28.91Crores in 2008-09. Century Textiles & Inds. Ltd is also lie with this kind 
of position with less volatility in the investments in work in processes.   
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Table 6.7 
Investment in Work-in-process Inventory 
(Rs. in Crores) 
Sr. No. Name of Company 2003-04 2004-05 2005-06 2006-07 2007-08 2008-09
1 A C C Ltd. 81.13 124.58 167.47 157.06 146.71 149.44
2 Ambuja Cements Ltd. 29.00 51.86 49.76 45.85 85.94 147.73
3 Andhra Cements Ltd. 1.30 1.46 N.A. 1.28 2.11 3.53
4 Binani Cement Ltd. 0.26 0.27 0.25 0.05 0.43 0.24
5 Birla Corporation Ltd. 28.06 21.92 21.34 23.21 40.40 28.91
6 Century Textiles & Inds. Ltd. 59.29 74.18 65.31 64.54 63.45 112.89
7 Dalmia Cement (Bharat) Ltd. 6.56 5.41 10.07 7.35 19.74 42.98
8 Gujarat Sidhee Cement Ltd. 2.66 3.35 5.10 3.37 N.A. 3.11
9 Heidelberg Cement India Ltd. 10.98 5.11 5.36 11.09 19.18 20.93
10 India Cements Ltd. 36.69 43.42 27.74 29.47 54.31 67.59
11 J K Lakshmi Cement Ltd. 3.86 8.30 4.45 9.17 12.25 3.77
12 K C P Ltd. 9.87 19.91 25.56 26.07 32.35 39.50
13 Madras Cements Ltd. 16.77 23.50 26.64 12.85 16.68 42.04
14 Mangalam Cement Ltd. 8.60 2.12 7.58 11.23 21.33 9.79
15 N C L Industries Ltd. 4.82 5.03 4.87 7.75 2.56 0.86
16 O C L India Ltd. 16.86 6.13 10.73 12.99 13.78 16.87
17 Prism Cement Ltd. 7.71 9.62 9.86 8.04 18.06 5.80
18 Shree Digvijay Cement Co. Ltd. 3.98 2.40 3.12 6.83 6.33 10.18
19 Ultratech Cement Ltd. 44.07 59.35 105.97 75.60 102.35 176.99
20 AVERAGE  19.60 24.63 30.62 27.04 36.55 46.48
(Source: PROWESS, CMIE Database) 
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Chart No. 6.3 
Investment in Work-in-process Inventory 
 
 
 
 
It has average around Rs. 73.3 crores.  Its investments in the year 2003-04 was Rs. 59.29 crores 
which was increased to Rs. 112.89 crores, this shows utilization of resources effectively so that 
no idle investment lie in the work in process at the plant phase. Dalmia Cement (Bharat) Ltd is 
also one of the companies with very less fluctuation in the work in process inventory investments 
with an average of Rs. 15.4 crores. Its investments in the year 2003-04 were Rs. 6.56 crores 
which was increased to Rs. 42.98 crores. Gujarat Sidhee Cement Ltd has least comparably 
investments in WIP with an average of Rs. 3.5 crores. Heidelberg Cement India Ltd has average 
investments of Rs. 12.1 crores.  It has Rs. 10.98 crores in 2003-04 that increased to Rs. 20.93 
crores. India Cements Ltd has also less investment in WIP with an average of Rs. 43.2 crores. Its 
investment was Rs. 36.69 crores in 2003-04 and Rs. 67.59 crores in 2008-09, which is quite 
stable. K Lakshmi Cement Ltd., K C P Ltd., Madras Cements Ltd has little investment in WIP 
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with an average Rs. 5 to 25 crores. Mangalam Cement Ltd had investments of Rs. 8.6 crores in 
2003-04 and subsequently reduced to Rs. 9.79crores in the year 2008-09. This descriptive 
statistics shows Mean, S.D., C.V., max and min in the work in process. 
 
The biggest investment in the Raw Material and Work in process inventory is Ultratech Cement 
Ltd. which has a mean consumption of Rs. 94.1 crores with the standard deviation of 47.2 crores. 
The co-efficient of variation is also high 50.17%, which indicates that the mean can vary with 
plus or minus sign. During the year it had hold with the high investment of Rs. 177.0 crores and 
low investment of Rs. 44.1 crores depending upon the seasons, that means that the consumption 
of cement will be more in the winter and summer and lower consumption in the rainy season. If 
we look at the companies with high mean investment in the work in process are A C C Ltd, 
Ambuja Cements Ltd, and Century Textiles & Inds. Ltd and India Cements Ltd.  The mean 
consumption of the work in process of ACC ltd. is 137.7 crores with the standard deviation of 
Rs. 31.2 crores which are quite better as compared to the low invested companies in the segment.  
ACC had a C.V. of 22.62% which is lower than Century Textiles & Inds. Ltd.  But higher than 
the companies in this segment.  It had also high investment during the period of Rs. 167.5 crores 
and low investment of Rs. 81.1 crores.  Century Textiles and Industry Ltd had a mean investment 
of Rs. 73.3 crores with standard deviation of Rs. 20.0 crores and C.V. of 27.31% which is quite 
better than other companies.  Its maximum and minimum investment in this segment was Rs. 
112.9 crores and Rs. 59.3 crores.   
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Table 6.8 
Descriptive Statistics for Work in process Inventory 
Sr. No. Name of Company Mean S. D. C.V. Max. Min. 
1 A C C Ltd. 137.70 31.20 22.62 167.50 81.10
2 Ambuja Cements Ltd. 68.40 43.10 63.03 147.70 29.00
3 Andhra Cements Ltd. 1.90 1.00 49.22 3.50 1.30
4 Binani Cement Ltd. 0.30 0.10 48.33 0.40 0.10
5 Birla Corporation Ltd. 27.30 7.20 26.20 40.40 21.30
6 Century Textiles & Inds. Ltd. 73.30 20.00 27.31 112.90 59.30
7 Dalmia Cement (Bharat) Ltd. 15.40 14.50 94.42 43.00 5.40
8 Gujarat Sidhee Cement Ltd. 3.50 0.90 26.42 5.10 2.70
9 Heidelberg Cement India Ltd. 12.10 6.70 55.36 20.90 5.10
10 India Cements Ltd. 43.20 15.40 35.68 67.60 27.70
11 J K Lakshmi Cement Ltd. 7.00 3.50 50.03 12.30 3.80
12 K C P Ltd. 25.50 10.20 39.88 39.50 9.90
13 Madras Cements Ltd. 23.10 10.60 45.76 42.00 12.90
14 Mangalam Cement Ltd. 10.10 6.30 62.53 21.30 2.10
15 N C L Industries Ltd. 4.30 2.40 54.73 7.80 0.90
16 O C L India Ltd. 12.90 4.10 31.56 16.90 6.10
17 Prism Cement Ltd. 9.80 4.30 43.49 18.10 5.80
18 Shree Dig Vijay Cement Co. Ltd. 5.50 2.90 52.92 10.20 2.40
19 Ultratech Cement Ltd. 94.10 47.20 50.17 177.00 44.10
20 AVERAGE  30.80 9.60 31.01 46.50 19.60
        (Source: PROWESS, CMIE Database) 
 
N C L Industries Ltd has also mean of 4.3 crores with standard deviation of Rs. 2.4 crore and 
C.V. of 54.73%. The maximum and minimum investment in work in process inventory is Rs. 7.8 
crores and Rs. 0.9 crores.  If we look at the O C L India Ltd., its mean consumption of work in 
process is Rs. 12.9 crores with the standard deviation of Rs. 4.1 crores and C.V. of 31.56 % and 
maximum and minimum investment of Rs. 16.9 crores and Rs. 6.1 crores, which is quite higher 
than the industry where the C.V. of the industry is around 31.01%.Prism Cement Ltd has a mean 
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of Rs. 9.8 crores with standard deviation of Rs. 4.3 crores and C.V. of 43.49% with the 
maximum and minimum investment of Rs. 18.1 crores and Rs. 5.8 crores respectively.   
Table 6.9 
Trend analysis of Investment in Work-in-process Inventory 
Sr. No. Name of Company 2003-04 2004-05 2005-06 2006-07 2007-08 2008-09
1 A C C Ltd. 100.00 153.56 134.43 93.78 93.41 101.86
2 Ambuja Cements Ltd. 100.00 178.83 95.95 92.14 187.44 171.90
3 Andhra Cements Ltd. 100.00 112.31 0.00 N.A 164.84 167.30
4 Binani Cement Ltd. 100.00 103.85 92.59 20.00 860.00 55.81
5 Birla Corporation Ltd. 100.00 78.12 97.35 108.76 174.06 71.56
6 Century Textiles & Inds. Ltd. 100.00 125.11 88.04 98.82 98.31 177.92
7 Dalmia Cement (Bharat) Ltd. 100.00 82.47 186.14 72.99 268.57 217.73
8 Gujarat Sidhee Cement Ltd. 100.00 125.94 152.24 66.08 0.00 N.A
9 Heidelberg Cement India Ltd. 100.00 46.54 104.89 206.90 172.95 109.12
10 India Cements Ltd. 100.00 118.34 63.89 106.24 184.29 124.45
11 J K Lakshmi Cement Ltd. 100.00 215.03 53.61 206.07 133.59 30.78
12 K C P Ltd. 100.00 201.72 128.38 102.00 124.09 122.10
13 Madras Cements Ltd. 100.00 140.13 113.36 48.24 129.81 252.04
14 Mangalam Cement Ltd. 100.00 24.65 357.55 148.15 189.94 45.90
15 N C L Industries Ltd. 100.00 104.36 96.82 159.14 33.03 33.59
16 O C L India Ltd. 100.00 36.36 175.04 121.06 106.08 122.42
17 Prism Cement Ltd. 100.00 124.77 102.49 81.54 224.63 32.12
18 Shree Dig Vijay Cement Co. Ltd. 100.00 60.30 130.00 218.91 92.68 160.82
19 Ultratech Cement Ltd. 100.00 134.67 178.55 71.34 135.38 172.93
20 AVERAGE 100.00 153.56 134.43 93.78 93.41 101.86
(Source: PROWESS, CMIE Database) 
 
 
From the table 6.1.9, we can bifurcate in three categories which are high growth in the WIP 
investments, negligible growth and negative growth rate. Ambuja Cements Ltd, Andhra Cements 
Ltd, Dalmia Cement (Bharat) Ltd, Madras Cements Ltd, Shree Dig Vijay Cement Co. Ltd are the 
  
223 
companies having high growth rate in the investment in WIP inventory. Starting with Andhra 
Cements Ltd, the growth in the WIP investments are positive.  From the year 2003-04 to 2005-
06, it was increased by 00.0% but in the year 2008-09 it was increased by 67.30%. Dalmia 
Cement (Bharat) Ltd had an increment of 117.73% over 6 years.  The investment in the WIP of 
Madras Cements Ltd had also increased by 152.04% over 6 years.  This might include the idle 
WIP investment, so company should try to reduce the WIP investment because it had the 
association of opportunity cost. The investment in the WIP of Dig Vijay Cement Co. Ltd had 
also increased tremendously in the period from 2003-04 to 2008-09 by 60.82% and over whole 
six years. Mangalam Cement Ltd has also huge amount of investment in the WIP, from the year 
2003-04 to 2008-09 it decreased by 54.10%, which is quite low if it compared to the industry 
trend and competitor trend. N C L Industries Ltd had also decreased their investments of 66.41% 
over six years. O C L India Ltd India had also increased investment in WIP by 22.42% over six 
years. Prism Cement had also decreased investment in WIP by 67.88% over six years. It is better 
to increase the investments in the WIP because it has an idle capacity. Ultratech Cement Ltd had 
reduced investment in WIP increased by 72.93% in the six years. This fund can be used some 
where else to improve the capacity. J K Lakshmi Cement Ltd had also reduced by 69.22%; this is 
not good for this company. K C P Ltd. is also good performer as far as investment in WIP is 
concerned; it reduced investment in WIP by 22.10% over six year. Madras Cements Ltd had 
increased by 152.04% over the period of six years.  
 
Investment in Finished Goods Inventory 
 
This is quite good measurement to compare the performance of the cement companies rather 
than compare based on Raw Material and Work in Process.   
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Table 6.10 
Investment in Finished Goods Inventory 
(Rs. in Crores) 
Sr. No. Name of Company 2003-04 2004-05 2005-06 2006-07 2007-08 2008-09
1 A C C Ltd. 58.35 68.34 71.42 63.98 81.26 78.86
2 Ambuja Cements Ltd. 31.92 23.95 35.58 38.55 53.44 78.01
3 Andhra Cements Ltd. 2.25 2.00 N.A. 3.11 3.08 1.50
4 Binani Cement Ltd. 16.16 9.78 6.19 12.92 68.79 96.81
5 Birla Corporation Ltd. 31.02 32.85 19.95 22.74 35.12 31.24
6 Century Textiles & Inds. Ltd. 128.55 104.93 132.53 123.86 157.78 183.99
7 Dalmia Cement (Bharat) Ltd. 103.43 116.42 100.95 125.37 315.53 295.45
8 Gujarat Sidhee Cement Ltd. 4.89 8.48 5.76 9.87 N.A. 4.10
9 Heidelberg Cement India Ltd. 5.96 8.99 11.90 6.82 7.46 9.27
10 India Cements Ltd. 14.62 16.86 11.13 20.67 26.16 26.28
11 J K Lakshmi Cement Ltd. 5.72 6.01 3.92 10.29 6.01 9.05
12 K C P Ltd. 7.54 2.49 2.16 0.96 6.49 4.39
13 Madras Cements Ltd. 6.76 13.54 8.88 10.34 16.08 15.80
14 Mangalam Cement Ltd. 3.71 1.98 2.64 4.90 4.82 3.21
15 N C L Industries Ltd. 8.98 9.73 9.56 10.23 14.29 15.20
16 O C L India Ltd. 24.89 28.86 29.05 36.28 31.23 39.81
17 Prism Cement Ltd. 3.86 4.97 6.93 9.24 4.79 1.92
18 Shree Digvijay Cement Co. Ltd. 2.88 5.77 2.73 3.57 5.85 3.97
19 Ultratech Cement Ltd. 41.31 49.59 59.84 59.45 56.12 67.84
20 AVERAGE  58.35 68.34 71.42 63.98 81.26 78.86
(Source: PROWESS, CMIE Database) 
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Chart No. 6.4 
Investment in Finished Goods Inventory 
 
 
 
 
 
 
 
The company is said to be good when the company produce more finished good with low 
investment in the Raw Material and low investment in the Work in Process. The industry 
aggregates showed positive direction in the investment in the finished goods inventory.  The total 
investments in the finished goods in the year 2003-04 was Rs. 58.35 crores and increased to Rs. 
78.86 crores in the year 2008-09.A C C Ltd. is one of the companies with highest sales of cement 
in the industry having the highest market share.  Compare over period from 2003-04 to 2008-09, 
its investments in finished had increased from Rs. 58.35 crores and reached to Rs. 78.86 crores. 
Other companies in this segment are Ambuja Cements Ltd and Century Textiles & Inds.Ltd with 
good sales figures. Ambuja Cements Ltd had total investment of finished goods of Rs. 31.92 
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crores and reached to Rs. 23.95 crores.  In the year 2005-06, it increased to Rs. 35.58 crores and 
in the year 2008-09 it increased to Rs. 78.01 crores. India Cements Ltd is other most competitors 
to the Century Textiles & Inds. Ltd with the second highest figures. Overall the investment in the 
finished good had increased from 14.62 crores to 26.28 crores.  In the year 2005-06, the finished 
goods inventory had increased to Rs. 11.13 crores. Other segment with middle investments in the 
finished goods comprises of Birla Corporation Ltd, Madras Cements Ltd, Dalmia Cement 
(Bharat) Ltd and Ambuja Cements Ltd. Investments of Birla Corporation Ltd in the finished 
goods reduced slightly from Rs. 31.02 crores in the year 2003-04 and reduced to Rs. 31.24 
crores, but it was significantly reduced in the 2008-09.Madras Cements Ltd showed neutral 
behavior in the finished goods inventory in the six years.  It stood Rs. 6.76 crores in the year 
2003-04 and increased to Rs. 15.8 crores in the year of 2008-09.Dalmia Cement (Bharat) Ltd 
showed a positive direction over six years.  In the year 2003-04 it was Rs. 103.43 crores and 
increased to Rs. 295.45 crores. Ambuja Cements Ltd also showed positive trend in the 
investments in the finished goods inventory.  In the year 2003-04, the investments in finished 
goods stood at Rs. 31.92 crores and increased to Rs. 78.01 crores.  It showed significant hike in 
the year 2007-08 worth Rs. 53.44 crores. Ultratech Cement Ltd showed positive direction, in the 
year 2003-04 it was Rs. 41.31 crores and Increased to Rs. 67.84 crores.K C P Ltd Company 
showed negative direction, in the year 2003-04, it reduced from Rs. 7.54 crores to Rs. 4.39 
crores. Last segment is for the low investments. Investments in the finished goods of Heidelberg 
Cement India Ltd had little increased from 5.96 86 crores to Rs. 9.27crores.   
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Table 6.11 
Descriptive Statistics for Finished goods Inventory 
Sr. No. Name of Company Mean S. D. C.V. Max. Min. 
1 A C C Ltd. 137.70 31.20 22.62 167.50 81.10
2 Ambuja Cements Ltd. 68.40 43.10 63.03 147.70 29.00
3 Andhra Cements Ltd. 1.90 1.00 49.22 3.50 1.30
4 Binani Cement Ltd. 0.30 0.10 48.33 0.40 0.10
5 Birla Corporation Ltd. 27.30 7.20 26.20 40.40 21.30
6 Century Textiles & Inds. Ltd. 73.30 20.00 27.31 112.90 59.30
7 Dalmia Cement (Bharat) Ltd. 15.40 14.50 94.42 43.00 5.40
8 Gujarat Sidhee Cement Ltd. 3.50 0.90 26.42 5.10 2.70
9 Heidelberg Cement India Ltd. 12.10 6.70 55.36 20.90 5.10
10 India Cements Ltd. 43.20 15.40 35.68 67.60 27.70
11 J K Lakshmi Cement Ltd. 7.00 3.50 50.03 12.30 3.80
12 K C P Ltd. 25.50 10.20 39.88 39.50 9.90
13 Madras Cements Ltd. 23.10 10.60 45.76 42.00 12.90
14 Mangalam Cement Ltd. 10.10 6.30 62.53 21.30 2.10
15 N C L Industries Ltd. 4.30 2.40 54.73 7.80 0.90
16 O C L India Ltd. 12.90 4.10 31.56 16.90 6.10
17 Prism Cement Ltd. 9.80 4.30 43.49 18.10 5.80
18 Shree Digvijay Cement Co. Ltd. 5.50 2.90 52.92 10.20 2.40
19 Ultratech Cement Ltd. 94.10 47.20 50.17 177.00 44.10
20 AVERAGE 30.80 9.60 31.01 46.50 19.60
         (Source: PROWESS, CMIE Database) 
 
 
The industry specifies the mean investment of finished goods inventory is Rs. 30.8 crores with 
standard deviation of Rs. 9.6 crores and co-efficient of variation of 31.01%.  The maximum 
amount of investment in finished goods inventory is Rs. 46.5 crores and minimum amount of 
investment in finished goods inventory is Rs. 19.6 crores. The company which is concurrently 
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performing with the industry is Birla Corporation Ltd. The mean amount of investment in 
finished goods inventory is Rs. 27.3 crores Birla Corporation Ltd with the standard deviation of 
Rs. 7.2 crores and co-efficient of variation of 26.20%. The maximum and minimum amount of 
investment in finished goods inventory is Rs. 40.4crores and Rs. 21.3crores.Century Textiles & 
Inds. Ltd had a mean investment in finished goods is Rs. 73.3 crores with standard deviation of 
Rs. 20.0 crores and Co-efficient of variation of 22.77%.  The maximum and minimum 
investment of finished goods is Rs. 112.9 crores and Rs. 59.3 crores respectively. Dalmia 
Cement (Bharat) Ltd had a mean investment of Rs. 15.4 crores with standard deviation of Rs. 
14.5 crores and co-efficient of variation of 94.42%.  The maximum and minimum investment of 
finished goods is Rs. 43.0 crores and Rs. 5.4 crores respectively. Gujarat Sidhee Cement Ltd had 
a mean amount of investment in finished goods inventory is Rs. 3.5 crores with standard 
deviation of Rs. 0.9 crores and co-efficient of variation of 26.42%.  The maximum and minimum 
investment of finished goods is Rs. 5.1 crores and Rs. 2.7 crores respectively. Heidelberg 
Cement India Ltd had a mean amount of investment in finished goods inventory is Rs. 12.1 
crores with standard deviation of Rs. 6.7 crores and co-efficient of variation of 55.36%, which is 
quite more as compared to the competitors and industry.  The maximum and minimum 
investment of finished goods is Rs. 20.9 crores and Rs. 5.1 crores respectively, the variation of 
maximum amount and minimum amount is also very more about Rs. 5 crores per year. India 
Cements Ltd has something higher variation having mean and standard deviation of Rs. 43.2 
crores and Rs. 15.4 crores with the co-efficient of variation of 35.68% which is quite higher in 
the industry which is 13.90%.  This indicates that the variation of holding the finished goods 
inventory is varying. The maximum and minimum inventory investments are Rs. 67.6 crores and 
Rs. 27.7 crores.J K Lakshmi Cement Ltd had a mean investment in finished goods is Rs. 7.0 
crores and Standard deviation of Rs. 3.5 crore with co-efficient of variation of 50.03%.  The 
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Maximum and Minimum investment in finished goods are Rs. 12.3 crores and Rs. 3.8 crores. K 
C P Ltd has mean investment in finished goods of  Rs 25.5 crores and standard deviation of Rs. 
10.2 crores with co-efficient of variation of Rs. 39.88% which is quite higher than the industry. 
The maximum and minimum investments during the year are Rs. 7.8 crores and Rs. 9.9 crores.  
As far as the small investments in the finished goods are concern, it may be possible that the 
variation is more but the mean and minimum investments are lower. Madras Cements Ltd has a 
mean of Rs. 23.1 crores and standard deviation of Rs. 10.6 crores with the co-efficient of 
variation of 45.76%, higher than the industry. The maximum and minimum investments are Rs. 
42.0 crores and Rs. 12.9 crores respectively. Mangalam Cement Ltd has a mean of Rs. 10.1 
crores and standard deviation of Rs. 6.3 crores with the co-efficient of variation of 62.53%, 
higher than the industry.  The maximum and minimum investments are Rs. 21.3 crores and Rs. 
2.1 crores respectively C L Industries Ltd has a mean of Rs. 12.9 crores and standard deviation 
of Rs. 4.1 crores with the co-efficient of variation of 31.56%, slightly higher than the industry.  
The maximum and minimum investments are Rs. 16.9 crores and Rs. 6.1 crores respectively. 
Prism Cement Ltd has a mean of Rs. 9.8 crores and standard deviation of Rs. 4.3 crores with the 
co-efficient of variation of 43.49%, higher than the industry.  The maximum and minimum 
investments are Rs. 18.1 crores and Rs. 5.8 crores respectively. Shree Digvijay Cement Co. Ltd 
has a mean of Rs. 5.5 crores and standard deviation of Rs. 2.9 crores with the co-efficient of 
variation of 52.92%, higher than the industry.  The maximum and minimum investments are Rs. 
10.2 crores and Rs. 2.4 crores respectively. Ultratech Cement Ltd has a mean of Rs. 94.1 crores 
and standard deviation of Rs. 47.2 crores with the co-efficient of variation of 50.17%, which is 
highest in the industry. The maximum and minimum investments are Rs. 177.0 crores and Rs. 
44.1 crores respectively.  
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Table 6.12 
Trend analysis of Investment in Finished Goods Inventory 
Sr. No. Name of Company 2003-04 2004-05 2005-06 2006-07 2007-08 2008-09
1 A C C Ltd. 100.00 153.56 134.43 93.78 93.41 101.86
2 Ambuja Cements Ltd. 100.00 178.83 95.95 92.14 187.44 171.90
3 Andhra Cements Ltd. 100.00 112.31 0.00 N.A 164.84 167.30
4 Binani Cement Ltd. 100.00 103.85 92.59 20.00 860.00 55.81
5 Birla Corporation Ltd. 100.00 78.12 97.35 108.76 174.06 71.56
6 Century Textiles & Inds. Ltd. 100.00 125.11 88.04 98.82 98.31 177.92
7 Dalmia Cement (Bharat) Ltd. 100.00 82.47 186.14 72.99 268.57 217.73
8 Gujarat Sidhee Cement Ltd. 100.00 125.94 152.24 66.08 0.00 N.A
9 Heidelberg Cement India Ltd. 100.00 46.54 104.89 206.90 172.95 109.12
10 India Cements Ltd. 100.00 118.34 63.89 106.24 184.29 124.45
11 J K Lakshmi Cement Ltd. 100.00 215.03 53.61 206.07 133.59 30.78
12 K C P Ltd. 100.00 201.72 128.38 102.00 124.09 122.10
13 Madras Cements Ltd. 100.00 140.13 113.36 48.24 129.81 252.04
14 Mangalam Cement Ltd. 100.00 24.65 357.55 148.15 189.94 45.90
15 N C L Industries Ltd. 100.00 104.36 96.82 159.14 33.03 33.59
16 O C L India Ltd. 100.00 36.36 175.04 121.06 106.08 122.42
17 Prism Cement Ltd. 100.00 124.77 102.49 81.54 224.63 32.12
18 Shree Digvijay Cement Co. Ltd. 100.00 60.30 130.00 218.91 92.68 160.82
19 Ultratech Cement Ltd. 100.00 134.67 178.55 71.34 135.38 172.93
20 AVERAGE 100.00 153.56 134.43 93.78 93.41 101.86
(Source: PROWESS, CMIE Database) 
 
 
This trend analysis shows the investment increase or decrease over period of time with the base 
year of 2003-04.  This may be proved as sward with double edge.  If you invest less it can be a 
position of stock out and if you invest more than it can give you opportunity cost. The 
investment in the finished goods of A C C Ltd has increased by 1.86% over six years. Ambuja 
Cements Ltd has somewhat stable investment in finished goods having the growth investment in 
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finished goods of 71.90% over six years. Andhra Cements Ltd. has also stable investment in 
finished goods having 67.30% increment between the years 2003-04 to 2008-09, the investment 
increased than the base year 1997-98.Binani Cement Ltd has also positive trend in the 
investment in the finished goods having negative growth rate of 54.19% over six years but the 
investment was highest in the year 2007-08 by 860.00 %.Birla Corporation Ltd also has a 
negative positive trend in the investment of finished goods with 29.44% increment over six 
years, but in the year of 2007-08 the investment was increased by 74.06% of the base year. 
Century Textiles & Inds. Ltd, one among the industry has the highest market share and it has 
also positive growth in the investment in the finished goods with 77.92% increment over six 
years.  But in the year 2004-05, it was reduced by 11.94%.Dalmia Cement (Bharat) Ltd has also 
increased by 117.73% and investments are volatile in six years, in the year 2007-08, it has the 
highest invest and increased by 268.573% over six years. Investment in the finished goods 
inventory of Gujarat Sidhee Cement Ltd is also fluctuating; it was lowest in the year 2006-07 and 
reduced by 33.12%.The other companies which have reduced inventory of finished goods are 
Heidelberg Cement India Ltd, India Cements Ltd, J K Lakshmi Cement Ltd, Madras Cements 
Ltd, Mangalam Cement Ltd. N C L Industries Ltd, O C L India Ltd etc and Prism Cement Ltd 
and Shree Digvijay Cement Co. Ltd and Ultratech Cement Ltd.Heidelberg Cement India Ltd has 
very stable investment in finished goods from 2003-04 to 2008-09.India Cements Ltd has also 
high fluctuating trend in the investment of finished goods and increased by 24.45% over six 
years K Lakshmi Cement Ltd is relatively stable with the less deviation except in the year 2008-
09.It was reduced by 30.78% over six years C P Ltd has also been stable in the investment in the 
finished goods; it has increased by 22.10% over six years. Madras Cements Ltd has low amount 
of investment trend in the year 2008-09; it went up by 152.04% over six years from the base 
year. Mangalam Cement Ltd has also relatively fluctuated trend in the finished goods inventory 
C L Industries Ltd has also volatile investment in the finished goods inventory; it has increased 
highest in the year of 2006-07 and increased by 59.14% and then reduced by 66.41% over six 
years. O C L India Ltd has increased by 22.42% over a period of six years. Prism Cement Ltd 
has also increased highest by 67.88% in the year 2008-09.Shree Digvijay Cement Co. Ltd has a 
negative trend; it reduced by 7.12% in the year of 2007-08 and increased by 60.82over six years. 
Ultratech Cement Ltd has also increased investment in the year after 2003-04; it has increased by 
72.93 % over six years. The overall industry growth in the investment of the inventory is jumped 
by 1.86% from the based year.  
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6.3 Circulation of Inventory 
Circulation of inventory is measured by different turnover ratios. The following paragraphs explain the 
behaviour of different turnover ratios like raw-material turnover, work-in-progress turnover and finished 
goods turnover ratios. Along with that inventory to current assets ratio is also analyzed to measure the 
weightage of total inventory in the total current assets of the company. 
Raw Material Inventory Turnover Ratio 
 
Raw Material Inventory turnover ratio shows the number of times a company’s inventory is 
turned in to sales. Investment in inventory represents idle cash. The lesser the inventory, the 
greater the cash available for meeting operating needs. In the table 6.2.1, we can see that the 
cement industry has inventory turnover ratio ranging between 7 to 12 times which may be good 
if we convert in to days it is around 30 to 51 days means 1 or 2 months for the inventory holding 
period.  
 
A C C Ltd had raw material inventory turnover ratio of 16.4 times in the year 2003-04 and 
reached down to 14.6 times in 2008-09 this is gradually good for the company for managing the 
cash. Ambuja Cements Ltd has relatively stable ratio around 12.4, but in the year 2003-04, it 
reached to 9.9 times which is not good for the company.  This shows that company was 
unnecessarily keeping the stock in the warehouse. Andhra Cements Ltd had a raw material 
inventory ratio of 18.7 times in 2003-04 but it reached to 13.5 times in the year 2008-09, which 
was gradually increment.   
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Table 6.13 
Raw Material Inventory Turnover Ratio 
Sr. No. Name of Company 2003-04 2004-05 2005-06 2006-07 2007-08 2008-09
1 A C C Ltd. 16.4 13.0 10.3 16.0 15.6 14.6
2 Ambuja Cements Ltd. 12.4 12.9 13.1 21.7 14.5 9.9
3 Andhra Cements Ltd. 18.7 26.1 N.A 15.7 10.4 13.5
4 Binani Cement Ltd. 20.0 22.5 21.6 17.6 7.7 14.8
5 Birla Corporation Ltd. 28.4 27.9 22.1 18.5 15.9 15.4
6 Century Textiles & Inds. Ltd. 9.1 10.8 10.3 12.5 10.1 11.7
7 Dalmia Cement (Bharat) Ltd. 7.9 7.1 7.9 17.0 10.7 10.1
8 Gujarat Sidhee Cement Ltd. 17.1 15.2 23.4 24.2 N.A 22.7
9 Heidelberg Cement India Ltd. 13.2 12.9 11.2 11.1 20.3 21.8
10 India Cements Ltd. 14.8 11.6 11.9 14.7 14.3 13.9
11 J K Lakshmi Cement Ltd. 29.1 32.2 24.8 26.7 29.3 26.4
12 K C P Ltd. 10.0 10.6 7.0 10.0 17.4 11.7
13 Madras Cements Ltd. 28.9 9.4 18.2 17.2 11.2 10.8
14 Mangalam Cement Ltd. 19.3 18.3 19.0 9.6 10.6 21.0
15 N C L Industries Ltd. 14.2 18.9 18.3 14.3 13.1 15.1
16 O C L India Ltd. 7.6 8.6 9.0 9.7 9.3 10.8
17 Prism Cement Ltd. 13.1 14.9 12.0 15.3 14.2 10.7
18 Shree Digvijay Cement Co. Ltd. 8.2 5.4 25.6 12.7 10.8 11.9
19 Ultratech Cement Ltd. 19.5 17.5 17.7 18.4 13.9 16.0
20 AVERAGE  16.2 15.6 15.7 15.9 13.9 14.9
(Source: PROWESS, CMIE Database) 
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Binani Cement Ltd had a raw material turnover ratio of 20.0 times in the year 2003-04 and 
reached to 14.8 times in 2008-09.  But in the year 2007-08, it was reached to 7.7 times. Birla 
Corporation Ltd had a Raw Material Inventory Turnover Ratio of 28.4 times and reached to 15.4 
times. Century Textiles & Inds. Ltd had very less Raw Material Inventory Turnover Ratio of 9.1 
times and reduced to 11.7 times in the year 2003-04, this is very bad indication for the Inventory 
holding period. Dalmia Cement (Bharat) Ltd had a ratio of 7.9 times and increased to 10.1 times. 
Gujarat Sidhee Cement Ltd had a ratio of 17.1 times and increased to 22.7 times. Heidelberg 
Cement India Ltd had a ratio of 13.2 times and slightly increased to 21.8 times. India Cements 
Ltd had a Raw Material Ratio of 14.8 and rapidly increased to 13.9 times in 2008-09.J K 
Lakshmi Cement Ltd had a ratio of 29.1 times and increased to 26.4 times in the year 2008-09.K 
C P Ltd. had a ratio of 10.0 times and was reduced to 11.7 times. Madras Cements Ltd had a 
ratio of 28.9 times and was down with 10.8 times in the year 2002-03.Raw Material Inventory 
Turnover ratio of Mangalam Cement Ltd was 19.3 times and reached to 21.0 times’ C L 
Industries Ltd had a ratio of 14.2 times and increased to 15.1 times in the year 2008-09.O C L 
India Ltd had a ratio of 7.6 times in the year 2003-04 and increased to 10.8 times in 2008-
09.Prism Cement Ltd had a ratio of 13.1 times in 13.1 and reached to 10.7 times in 2008-
09.Shree Digvijay Cement Co. Ltd had ratio of 8.2 times and increased to 11.9 times in the year 
2008-09.Ultratech Cement Ltd had a ratio of 19.5 times and increased to 16.0 times.   
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Table 6.14 
Descriptive Statistics for 
Raw Material Inventory Turnover Ratio 
Sr. No. Name of Company Mean S. D. C.V. Max. Min.
1 A C C Ltd. 14.3 2.3 16.2 16.4 10.3
2 Ambuja Cements Ltd. 14.1 4.0 28.5 21.7 9.9
3 Andhra Cements Ltd. 16.9 6.0 35.5 26.1 10.4
4 Binani Cement Ltd. 17.4 5.5 31.6 22.5 7.7
5 Birla Corporation Ltd. 21.4 5.8 27.0 28.4 15.4
6 Century Textiles & Inds. Ltd. 10.8 1.2 11.2 12.5 9.1
7 Dalmia Cement (Bharat) Ltd. 10.1 3.7 36.2 17.0 7.1
8 Gujarat Sidhee Cement Ltd. 20.5 4.1 19.9 24.2 15.2
9 Heidelberg Cement India Ltd. 15.1 4.7 31.4 21.8 11.1
10 India Cements Ltd. 13.5 1.4 10.6 14.8 11.6
11 J K Lakshmi Cement Ltd. 28.1 2.6 9.4 32.2 24.8
12 K C P Ltd. 11.1 3.5 31.0 17.4 7.0
13 Madras Cements Ltd. 15.9 7.3 45.9 28.9 9.4
14 Mangalam Cement Ltd. 16.3 4.9 29.9 21.0 9.6
15 N C L Industries Ltd. 15.6 2.4 15.2 18.9 13.1
16 O C L India Ltd. 9.2 1.1 11.6 10.8 7.6
17 Prism Cement Ltd. 13.4 1.8 13.3 15.3 10.7
18 Shree Dig Vijay Cement Co. Ltd. 12.4 7.0 56.3 25.6 5.4
19 Ultratech Cement Ltd. 17.2 2.0 11.4 19.5 13.9
20 AVERAGE 15.4 3.8 24.8 20.8 11.0
                 (Source: PROWESS, CMIE Database) 
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The company which is concurrently and performing good than the industry is A C C Ltd.  The 
mean amount of Raw Material Inventory Turnover Ratio is 14.3, A C C Ltd with the standard 
deviation of 2.3 and co-efficient of variation of 16.2%.  The maximum and minimum amount of 
Raw Material Inventory Turnover Ratio is 16.4 and 10.3.Ambuja Cements Ltd had a mean Raw 
Material Inventory Turnover Ratio is 14.1 with standard deviation of 4.0 and Co-efficient of 
variation of 28.5%.  The maximum and minimum Raw Material Inventory Turnover Ratio is 
21.7 and 9.9 respectively, which is quite less as compared to the competitors and industry. 
Andhra Cements Ltd had a mean Raw Material Inventory Turnover Ratio of 16.9 with standard 
deviation of 6.0 and co-efficient of variation of 35.5%.  The maximum and minimum investment 
of finished goods is 26.1 and 10.4 respectively. Binani Cement Ltd had a mean amount of Raw 
Material Inventory Turnover Ratio is 17.4 with standard deviation of 5.5 and co-efficient of 
variation of 31.6%.The maximum and minimum investment of finished goods is 22.5and 
7.7respectively.Birla Corporation had a mean amount of Raw Material Inventory Turnover Ratio 
is 17.4 with standard deviation of 5.5 and co-efficient of variation of 31.6%.  The maximum and 
minimum investment of finished goods is 22.5 and 7.7 respectively. Century Textiles & Inds. 
Ltd. has something higher variation having mean and standard deviation of 1.2 with the co-
efficient of variation of 11.2% which is quite lower in the industry which is 16.2%.  This 
indicates that the variation of holding the Raw Material Inventory is varying. The maximum and 
minimum Raw Material Inventory Turnover Ratio is 12.5 and 9.1.Dalmia Cement (Bharat) Ltd 
had a mean Raw Material Inventory Turnover Ratio is 10.1 and Standard deviation of 3.7 with 
co-efficient of variation of 36.2%.  The Maximum and Minimum Raw Material Inventory 
Turnover Ratio are 17.0 and 7.1.Gujarat Sidhee Cement Ltd has mean Raw Material Inventory 
Turnover Ratio of 20.5 and standard deviation of 4.1 with co-efficient of variation of 19.9% 
which is quite higher than the industry. The maximum and minimum ratio during the year is 24.2 
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and 15.2. Heidelberg Cement India Ltd has a mean of 15.1 and standard deviation of 4.7 with the 
co-efficient of variation of 31.4%, higher than the industry.  The maximum and minimum ratio is 
21.8 and 11.1 respectively. India Cements Ltd has a mean of 13.5 and standard deviation of 1.4 
with the co-efficient of variation of 10.6%, which is lower than the industry. The maximum and 
minimum ratio is 14.8 and 11.6 respectively. J K Lakshmi Cement Ltd has a mean of 28.1 and 
standard deviation of 2.6 with the co-efficient of variation of 9.4%, very lower than the industry.  
The maximum and minimum ratio is 32.2 and 24.8 respectively C P Ltd has a mean of 11.1 and 
standard deviation of 3.5 with the co-efficient of variation of 31.0%, higher than the industry. 
The maximum and minimum ratio is 17.4 and 7.0 respectively. Madras Cements Ltd has a mean 
of 15.9 and standard deviation of 7.3 with the co-efficient of variation of 45.9%, which is higher 
than industry.  The maximum and minimum ratio is 28.9 and 9.4 respectively. Mangalam 
Cement Ltd has a mean of 16.3 and standard deviation of 4.9 with the co-efficient of variation of 
29.9%.The maximum and minimum ratio is 21.0 and 9.6 respectively. N C L Industries Ltd had 
a co-efficient of variation of 18.9%, O C L India Ltd had co-efficient of variation of 11.6%, 
which is the lowest in the industry. Prism Cement Ltd had co-efficient of variation of 
13.3%.Shree Dig Vijay Cement Co. Ltd had co-efficient of variation of 56.3%. Ultratech Cement 
Ltd had co-efficient of variation of 11.4%.   
 
Work In Process Inventory Turnover Ratio 
Work in Process Inventory Turnover Ratio shows the number of times a company’s inventory is 
turned in to sales.  Investment in inventory represents idle cash.  The lesser the WIP, the greater 
the cash available for meeting operating needs. In the table 6.2.3, we can see that the cement 
industry has Work in Process Inventory Turnover Ratio that is very volatile. A C C Ltd had 
Work in Process Inventory Turnover Ratio of 48.1 times in the year 2003-04 and reached to 55.4 
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times in 2008-09 this is gradually good for the company for managing the cash. Ambuja 
Cements Ltd has ratio around 69.8, but in the year 2003-04, it reached to 74.4 times which is 
good for the company. Andhra cement had a Work in Process Inventory Turnover Ratio of 111.7 
times in 2003-04 but it reached to 130.2 times in the year 2008-09, which was gradually 
increment. Binani Cement Ltd had a Work in Process Inventory Turnover Ratio of 1783.5 times 
in the year 2003-04 and reduced to 15617 times in 2006-07. But in the year 2008-09, it was 
increased to 7117.6 times. Birla Corporation Ltd had a Work in Process Inventory Turnover 
Ratio of 44.4 times and reached to 70.5 times. Century Textiles & Inds. Ltd had very less Work 
In Process Inventory Turnover Ratio of 43.4 times and reduced to 38.6 times in the year 2008-
09, this is very good indication for the Inventory holding period. Dalmia Cement (Bharat) Ltd 
had a ratio of 64.2 times and increased to 45.3 times. Gujarat Sidhee Cement Ltd had a ratio of 
61.7 times and increased to 206.9 times. Heidelberg Cement India Ltd had a ratio of 39.2 times 
and increased to 42.7 times. India Cements Ltd had a Work In Process Inventory Turnover Ratio 
of 33.7 and rapidly increased to 56.8 times in 2008-09.J K Lakshmi Cement Ltd had a ratio of 
180.6 times and increased to 372.8 times in the year 2008-09.K C P Ltd had a ratio of 14.3 times 
and was rapidly increased to 10.1 times. Madras Cements Ltd had a ratio of 50.4 times and was 
increased to 69.4 times in the year 2008-09.Work In Process Inventory Turnover Ratio of 
Mangalam Cement Ltd was 30.3 times and reached to 71.4times.N C L Industries Ltd had a ratio 
of 14.8 times and increased to 432.8 times in the year 2008-09.O C L India Ltd had a ratio of 
26.6 times in the year 2003-04 and increased to 74.8 times in 2008-09.Prism Cement Ltd had a 
ratio of 51.5 times in 2003-04 and reached to 128.1 times in 2008-09.Madras Cements Ltd had 
ratio of 20.84 times and reached to 19.13 times in the year 2002-03.Shree Dig Vijay Cement Co. 
Ltd had ratio of 42.2 times and reached down to 33.7 times in the year 2008-09.Ultratech 
Cement Ltd had a ratio of 61.1 times and decreased to 40.5times.   
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Table 6.15 
Work-in-process Inventory Turnover Ratio 
Sr. No. Name of Company 2003-04 2004-05 2005-06 2006-07 2007-08 2008-09
1 A C C Ltd. 48.1 36.5 22.2 41.2 53.6 55.4
2 Ambuja Cements Ltd. 69.8 44.4 60.8 153.0 74.4 48.0
3 Andhra Cements Ltd. 111.7 124.7 N.A 104.6 271.1 130.2
4 Binani Cement Ltd. 1783.5 1963.6 2343.4 15617.0 2664.7 7117.6
5 Birla Corporation Ltd. 44.4 61.3 66.7 77.0 49.3 70.5
6 Century Textiles & Inds. Ltd. 43.4 38.4 46.4 55.6 62.5 38.6
7 Dalmia Cement (Bharat) Ltd. 64.2 92.8 63.3 150.1 84.9 45.3
8 Gujarat Sidhee Cement Ltd. 61.7 59.7 61.7 130.1 N.A 206.9
9 Heidelberg Cement India Ltd. 39.2 98.5 96.7 43.4 37.1 42.7
10 India Cements Ltd. 33.7 31.9 66.0 88.7 65.7 56.8
11 J K Lakshmi Cement Ltd. 180.6 71.4 157.4 105.9 105.1 372.8
12 K C P Ltd. 14.3 8.2 6.5 11.3 12.5 10.1
13 Madras Cements Ltd. 50.4 37.7 44.7 140.3 140.6 69.4
14 Mangalam Cement Ltd. 30.3 156.5 48.3 23.2 29.3 71.4
15 N C L Industries Ltd. 14.8 18.3 27.1 23.3 95.2 432.8
16 O C L India Ltd. 26.6 92.3 64.6 69.3 63.8 74.8
17 Prism Cement Ltd. 51.5 48.3 53.9 84.5 49.0 128.1
18 Shree Dig Vijay Cement Co. Ltd. 42.2 44.5 80.1 43.4 45.7 33.7
19 Ultratech Cement Ltd. 61.1 51.5 35.7 72.5 61.4 40.5
20 AVERAGE 48.1 36.5 22.2 41.2 53.6 55.4
(Source: PROWESS, CMIE Database) 
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A C C Ltd has a mean ratio of 42.8 with standard deviation of 12.4 and co-efficient of variation 
of 28.9% and max and min ratio of 55.4 and 22.2.  As compared to the industry and to the 
competitor, it looks to be impressive with the C.V. and less standard deviation. The company 
which is concurrently and performing good than the industry is A C C Ltd.The mean amount of 
Work In Process Inventory Turnover Ratio is 75.1, Ambuja Cements Ltd with the standard 
deviation of 40.0, which is quite less in the industry, and co-efficient of variation of 53.2%. The 
maximum and minimum amount of Work in Process Inventory Turnover Ratio is 153.0 and 
44.4.Andhra Cements Ltd had a mean Work in Process Inventory Turnover Ratio is 148.5 with 
standard deviation of 69.3 and Co-efficient of variation of 46.7%.  The maximum and minimum 
Work in Process Inventory Turnover Ratio is 271 and 104.6 respectively; the S.D. and C.V. are 
also less as compared to the industry. Binani Cement Ltd had a mean Work in Process Inventory 
Turnover Ratio of 5248.3 with standard deviation of 5457.3 and co-efficient of variation of 
104.0%.The maximum and minimum Work In Process Inventory Turnover Ratio is 15617 and 
1783.5 respectively. Birla Corporation Ltd had a mean Work in Process Inventory Turnover 
Ratio is 61.5 with standard deviation of 12.6 and co-efficient of variation of 20.4%.The 
maximum and minimum Work In Process Inventory Turnover Ratio is 77.0 and 44.4 
respectively. Century Textiles & Inds. Ltd had a mean Work in Process Inventory Turnover 
Ratio is 47.5 with standard deviation of 12.6 and co-efficient of variation of 20.4%.The 
maximum and minimum Work In Process Inventory Turnover Ratio is 62.5 and 38.4 
respectively. Dalmia Cement (Bharat) Ltd. has mean and standard deviation of 83.4 with the co-
efficient of variation of 36.8%.The maximum and minimum Work in Process Inventory 
Turnover Ratio is 150.1 and 45.3.Gujarat Sidhee Cement Ltd had a mean Work in Process 
Inventory Turnover Ratio is 104 and Standard deviation of 64.8 with co-efficient of variation of 
62.3%.The Maximum and Minimum Work In Process Inventory Turnover Ratio are 206.9 and 
59.7. Heidelberg Cement India Ltd. has mean Work In Process Inventory Turnover Ratio of 59.6 
and standard deviation of 29.5 with co-efficient of variation of 49.5%.The maximum and 
minimum ratio is 98.5 and 37.1 respectively, this indicate quite higher variation of holding 
inventory in terms of work in process. Ambuja cement Rajasthan has a mean of 57.1 and 
standard deviation of 21.6 with the co-efficient of variation of 37.8%, which is lower than the 
industry.   
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Table 6.16 
Descriptive Statistics for 
Work in process Inventory Turnover Ratio 
Sr. No. Name of Company Mean S. D. C.V. Max. Min.
1 A C C Ltd. 42.8 12.4 28.9 55.4 22.2
2 Ambuja Cements Ltd. 75.1 40.0 53.2 153.0 44.4
3 Andhra Cements Ltd. 148.5 69.3 46.7 271.1 104.6
4 Binani Cement Ltd. 5248.3 5457.3 104.0 15617.0 1783.5
5 Birla Corporation Ltd. 61.5 12.6 20.4 77.0 44.4
6 Century Textiles & Inds. Ltd. 47.5 9.7 20.4 62.5 38.4
7 Dalmia Cement (Bharat) Ltd. 83.4 36.8 44.1 150.1 45.3
8 Gujarat Sidhee Cement Ltd. 104.0 64.8 62.3 206.9 59.7
9 Heidelberg Cement India Ltd. 59.6 29.5 49.5 98.5 37.1
10 India Cements Ltd. 57.1 21.6 37.8 88.7 31.9
11 J K Lakshmi Cement Ltd. 165.5 108.9 65.8 372.8 71.4
12 K C P Ltd. 10.5 2.8 27.2 14.3 6.5
13 Madras Cements Ltd. 80.5 47.6 59.1 140.6 37.7
14 Mangalam Cement Ltd. 59.8 50.5 84.4 156.5 23.2
15 N C L Industries Ltd. 101.9 164.9 161.8 432.8 14.8
16 O C L India Ltd. 65.3 21.6 33.1 92.3 26.6
17 Prism Cement Ltd. 69.2 31.9 46.1 128.1 48.3
18 Shree Dig Vijay Cement Co. Ltd. 48.3 16.2 33.5 80.1 33.7
19 Ultratech Cement Ltd. 53.8 13.9 25.9 72.5 35.7
20 AVERAGE 346.5 327.0 52.9 961.6 132.1
               (Source: PROWESS, CMIE Database) 
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J K Lakshmi Cement Ltd has a mean of 165.5 and standard deviation of 165.5 with the co-
efficient of variation of 65.8%, which is also higher than the industry. The maximum and 
minimum ratio is 372.8 and 71.4respectively.K C P Ltd has a mean of 10.5 and standard 
deviation of 2.8 with the co-efficient of variation of 27.2%, this is quite less than the industry.  
The maximum and minimum ratio is 14.3 and 6.5 respectively. Madras Cements Ltd has a mean 
of 80.5 and standard deviation of 47.6 with the co-efficient of variation of 59.1%, higher than the 
industry.  The maximum and minimum ratio is 62.1140.6 and 37.7 respectively. Mangalam 
Cement Ltd has a mean of 59.8 and standard deviation of 50.5 with the co-efficient of variation 
of 84.4%, which is higher than industry. The maximum and minimum ratio is 156.5 and 23.2 
respectively C L Industries Ltd has a mean of 101.9 and standard deviation of 164.9 with the co-
efficient of variation of 161.8%. The maximum and minimum ratio is 432.8 and 14.8 
respectively. O C L India Ltd had a mean ratio of 65.3 and the standard deviation of 65.3 with 
co-efficient of variation of 33.1%.The maximum and minimum ratio is 92.3 and 26.6 
respectively. Prism Cement Ltd had co-efficient of variation of 46.1%, which is the higher than 
the industry. Shree Dig Vijay Cement Co. Ltd had co-efficient of variation of 33.5%. Ultratech 
Cement Ltd had co-efficient of variation of 25.9%.   
 
Finished Goods Inventory Turnover Ratio 
Finished Goods Inventory Turnover Ratio shows the number of times a company’s finished 
goods is turned in to sales.  Investment in Finished goods represents idle cash.  The lesser the 
Finished Goods Inventory Turnover Ratio, the greater the cash available for meeting operating 
needs. In the table 6.2.5, we can see that the cement industry has Finished Goods Inventory 
Turnover Ratio ranging between 30 to 55 times which may be good if we convert in to days it is 
around 6 to 12 days for the finished goods holding period.  
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A C C Ltd had Finished Goods Inventory Turnover Ratio of 66.8 times in the year 2003-04 and 
reached to 104.9 times in 2008-09 this is gradually good for the company for managing the cash, 
the conversation of finished goods is more generally converted in to sales. Ambuja Cements Ltd 
has ratio of 63.4 times in the year 2003-04, but in the year 2008-09, it reached to 90.9 times 
which is good for the company. Andhra Cements Ltd had a Finished Goods Inventory Turnover 
Ratio of 64.5 times in 2003-04 but it reached to 306.4 times in the year 2008-09, which was 
gradually increment. Binani Cement Ltd had a Finished Goods Inventory Turnover Ratio of 28.7 
times in the year 2003-04 and reached to 17.6 times in 2008-09, the growth in the ratio seems to 
be stable. Birla Corporation Ltd had a Finished Goods Inventory Turnover Ratio of 40.2 times 
and reached to 65.2 times. Century Textiles & Inds. Ltd had Finished Goods Inventory Turnover 
Ratio of 20.0 times and reduced to 23.7 times in the year 2008-09.Dalmia Cement (Bharat) Ltd. 
had a ratio of 4.1 times and reached to 6.6 times. Gujarat Sidhee Cement Ltd had a ratio of 33.6 
times and increased to 157.0times.Heidelberg Cement India Ltd had a ratio of 72.3 times and 
increased to 96.3 times. India Cements Ltd had a Finished Goods Inventory Turnover Ratio of 
84.4 and rapidly increased to 90.9 times in 2008-09, this indicates that there should be some 
instant order and that order was immediately served. K Lakshmi Cement Ltd had a ratio of 121.9 
times and increased to 155.3 times in the year 2008-09.K C P Ltd had a ratio of 18.7 times; it 
was increased to 62.6 in the year 2007-08 and reduced to 90.9 times. Madras Cements Ltd had a 
ratio of 25.06 times and was steady with 184.5 times in the year 2008-09.Finished Goods 
Inventory Turnover Ratio of Mangalam Cement Ltd was Mangalam Cement Ltd times, and 
rapidly decreased to 53.2 times in the year 2006-07 and reached to 217.6 times. C L Industries 
Ltd had a ratio of 7.9 times and increased to 24.5 times in the year 2008-09.O C L India Ltd had 
a ratio of 18.1 times in the year 2003-04, which was very less and increased to 31.7 times in 
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2008-09.Prism Cement Ltd had a ratio of 102 times in 2003-04 and reached to 386.9 times in 
2008-09. 
Table 6.17 
Finished Goods Inventory Turnover Ratio 
Sr. No. Name of Company 2003-04 2004-05 2005-06 2006-07 2007-08 2008-09
1 A C C Ltd. 66.8 66.6 52.1 101.1 96.8 104.9
2 Ambuja Cements Ltd. 63.4 96.1 85.0 182.0 119.7 90.9
3 Andhra Cements Ltd. 64.5 91.0 N.A 43.1 185.7 306.4
4 Binani Cement Ltd. 28.7 54.2 94.6 60.4 16.7 17.6
5 Birla Corporation Ltd. 40.2 40.9 71.4 78.6 56.7 65.2
6 Century Textiles & Inds. Ltd. 20.0 27.1 22.9 29.0 25.1 23.7
7 Dalmia Cement (Bharat) Ltd. 4.1 4.3 6.3 8.8 5.3 6.6
8 Gujarat Sidhee Cement Ltd. 33.6 23.6 54.6 44.4 N.A 157.0
9 Heidelberg Cement India Ltd. 72.3 56.0 43.5 70.6 95.5 96.3
10 India Cements Ltd. 84.4 82.2 164.4 126.4 136.5 146.2
11 J K Lakshmi Cement Ltd. 121.9 98.7 178.6 94.4 214.3 155.3
12 K C P Ltd. 18.7 65.6 76.7 305.6 62.6 90.9
13 Madras Cements Ltd. 125.0 65.4 134.1 174.3 145.8 184.5
14 Mangalam Cement Ltd. 70.2 167.6 138.6 53.2 129.8 217.6
15 N C L Industries Ltd. 7.9 9.5 13.8 17.6 17.1 24.5
16 O C L India Ltd. 18.1 19.6 23.9 24.8 28.2 31.7
17 Prism Cement Ltd. 102.9 93.5 76.6 73.5 184.7 386.9
18 Shree Dig Vijay Cement Co. Ltd. 58.3 18.5 91.6 83.0 49.5 86.3
19 Ultratech Cement Ltd. 65.2 61.7 63.3 92.2 112.0 105.5
20 AVERAGE 66.8 66.6 52.1 101.1 96.8 104.9
(Source: PROWESS, CMIE Database) 
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Shree Dig Vijay Cement Co. Ltd had a ratio of 58.3 times and increased to 91.6 times, the ratio 
was 86.3 times in the year 2008-09, which is moderate. Ultratech Cement Ltd. had Finished 
Goods Inventory Turnover Ratio of 65.2 times in the year 2003-04 and increased to 105.5 times 
in 2008-09. The industry specifies the mean Finished Goods Inventory Turnover Ratio is 81.4 
with standard deviation of 22.2 and co-efficient of variation of 27.3%.The maximum Finished 
Goods Inventory Turnover Ratio is 104.9 and minimum Finished Goods Inventory Turnover 
Ratio is 52.1.The mean Finished Goods Inventory Turnover Ratio of A C C Ltd is 81.4 with the 
standard deviation of 22.2 and co-efficient of variation of 27.3%. The maximum and minimum 
Finished Goods Inventory Turnover Ratio is 104.9 and 52.1.Ambuja Cements Ltd had a mean 
Finished Goods Inventory Turnover Ratio is 106.2 with standard deviation of 41.3 and Co-
efficient of variation of 38.9%.The maximum and minimum Finished Goods Inventory Turnover 
Ratio is 182.0 and 63.4 respectively. Andhra Cements Ltd had a mean Finished Goods Inventory 
Turnover Ratio 138.2 with standard deviation of 108.7 and co-efficient of variation of 78.7%.  
The maximum and minimum Finished Goods Inventory Turnover Ratio is 306.4 and 43.1 
respectively, the variation between maximum and minimum ratio is very less. Binani Cement 
Ltd had a mean Finished Goods Inventory Turnover Ratio is 45.4 with standard deviation of 30.3 
and co-efficient of variation of 66.9%. The maximum and minimum Finished Goods Inventory 
Turnover Ratio is 94.6 and 16.7 respectively. Birla Corporation Ltd had a mean Finished Goods 
Inventory Turnover Ratio is 58.8 with standard deviation of 15.9 and co-efficient of variation of 
27.0%, which is quite less as compared to the competitors and industry. The maximum and 
minimum investment of finished goods is 78.6 and 40.2 respectively; the variation of maximum 
and minimum ratio is also less. Century Textiles & Inds. Ltd. has mean Finished Goods 
Inventory Turnover Ratio of 24.6 with standard deviation of 3.2 and co-efficient of variation of 
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12.9%. The maximum and minimum inventory Finished Goods Inventory Turnover Ratio are 
29.0 and 20.0.   
Table 6.18 
Descriptive Statistics for 
Finished goods Inventory Turnover Ratio 
Sr. No. Name of Company Mean S. D. C.V. Max. Min.
1 A C C Ltd. 81.4 22.2 27.3 104.9 52.1
2 Ambuja Cements Ltd. 106.2 41.3 38.9 182.0 63.4
3 Andhra Cements Ltd. 138.2 108.7 78.7 306.4 43.1
4 Binani Cement Ltd. 45.4 30.3 66.9 94.6 16.7
5 Birla Corporation Ltd. 58.8 15.9 27.0 78.6 40.2
6 Century Textiles & Inds. Ltd. 24.6 3.2 12.9 29.0 20.0
7 Dalmia Cement (Bharat) Ltd. 5.9 1.7 29.6 8.8 4.1
8 Gujarat Sidhee Cement Ltd. 62.6 54.0 86.2 157.0 23.6
9 Heidelberg Cement India Ltd. 72.4 21.0 29.1 96.3 43.5
10 India Cements Ltd. 123.3 33.5 27.1 164.4 82.2
11 J K Lakshmi Cement Ltd. 143.9 47.5 33.0 214.3 94.4
12 K C P Ltd. 103.3 102.0 98.7 305.6 18.7
13 Madras Cements Ltd. 138.2 42.4 30.7 184.5 65.4
14 Mangalam Cement Ltd. 129.5 61.1 47.1 217.6 53.2
15 N C L Industries Ltd. 15.1 6.0 40.1 24.5 7.9
16 O C L India Ltd. 24.4 5.1 21.0 31.7 18.1
17 Prism Cement Ltd. 153.0 121.6 79.5 386.9 73.5
18 Shree Dig Vijay Cement Co. Ltd. 64.5 28.0 43.4 91.6 18.5
19 Ultratech Cement Ltd. 83.3 22.8 27.4 112.0 61.7
20 AVERAGE 81.4 22.2 27.3 104.9 52.1
               (Source: PROWESS, CMIE Database) 
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Dalmia Cement (Bharat) Ltd had a mean Finished Goods Inventory Turnover Ratio is 5.9 and 
Standard deviation of 1.7 with co-efficient of variation of 29.6%.  The Maximum and Minimum 
ratio is 8.8 and 4.1.Gujarat Sidhee Cement Ltd. has mean Finished Goods Inventory Turnover 
Ratio of 62.6 and standard deviation of 54.0 with co-efficient of variation of 86.2% which is 
quite higher than the industry. The maximum and minimum ratio during the years is 157.0 and 
23.6.Heidelberg Cement India Ltd has a mean of 72.4 and standard deviation of 21.0 with the co-
efficient of variation of 29.1%, higher than the industry.  The maximum and minimum 
investments are 96.3 and 43.5 respectively. India Cements Ltd has a mean of 123.3 and standard 
deviation of 33.5 with the co-efficient of variation of 27.1%, higher than the industry. The 
maximum and minimum ratio is 164.4 and 82.2 respectively K Lakshmi Cement Ltd has a mean 
of 143.9 and standard deviation of 47.5 with the co-efficient of variation of 33.00%, higher than 
the industry.  The maximum and minimum ratio is 214.3 and 94.4 respectively  
K C P Ltd td has a mean of 103.3 and standard deviation of 102.0 with the co-efficient of variation 
of 98.7%, lower than the industry.  The maximum and minimum ratio is 305.6 and 18.7 
respectively. Madras Cements Ltd. has a mean of 138.2 and standard deviation of 42.4 with the 
co-efficient of variation of 30.7%, which is highest in the industry, this indicates the highest 
volatility in the finished goods inventory ratio.  The maximum and minimum ratio is 184.5 and 
65.4 respectively. Mangalam Cement Ltd has a mean of 129.5 and standard deviation of 61.1 
with the co-efficient of variation of 47.1%, which is higher in the industry.  The maximum and 
minimum ratio is 217.6 and 53.2 respectively C L Industries Ltd has a mean of 15.1 and standard 
deviation of 6.0 with the co-efficient of variation of 40.1%, which is lower in the industry. The 
maximum and minimum ratio is 24.5 and 7.9 respectively O C L India Ltd had a co-efficient of 
variation of 21.0% which is higher in the industry, Prism Cement Ltd had co-efficient of 
variation of 79.5%. Madras Shree Dig Vijay Cement Co. Ltd had co-efficient of variation of 
43.4%.Ultratech Cement Ltd had co-efficient of variation of 27.4%.  
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Total Inventory Turnover Ratio 
 
Total Inventory turnover ratio shows the number of times a company’s Total Inventory is turned 
in to sales.  Investment in Total Inventory represents idle cash.  The lesser the inventory, the 
greater the cash available for meeting operating needs. In the table 6.2.7, we can see that the 
cement industry has Total Inventory turnover ratio ranging between 7.02 to 12.94 times which 
may be moderate. A C C Ltd had Total Inventory turnover ratio of 10.3 times in the year 2003-
04 and reached to 10.4 times in 2008-09 this is gradually good for the company for managing the 
cash. Ambuja Cements Ltd has relatively stable ratio around 10, but in the year 2003-04, it 
reached to 9.0 times which is good for the company. This shows that company was necessarily 
keeping the stock in the warehouse. Andhra Cements Ltd had a Total Inventory ratio of 12.8 
times in 2003-04 but it reached down to 11.8 times in the year 2008-09, which was gradually 
decreasing. Binani Cement Ltd had a Total Inventory ratio of 11.7 times in the year 2003-04 and 
reached to 15.8 times in 2004-05.  But in the year 2008-09, it was reached to 8.0 times. Birla 
Corporation Ltd had a Total Inventory Turnover Ratio of 12.1 times and reached to 10.6 times. 
Century Textiles & Inds. Ltd had very less total Inventory Turnover Ratio of 5.5 times and 
increased to 6.5 times in the year 2008-09, this is very bad indication for the Inventory holding 
period. Dalmia Cement (Bharat) Ltd had a ratio of 2.6 times and increased to 3.7 times. Gujarat 
Sidhee Cement Ltd had a ratio of 9.6 times and increased to 18.1 times. Heidelberg Cement India 
Ltd had a ratio of 7.9 times and slightly increased to 12.6 times. India Cements Ltd had a Total 
Inventory Turnover Ratio of 7.8 and rapidly increased to 9.8 times in 2008-09.J K Lakshmi 
Cement Ltd had a ratio of 20.8 times and increased to 21.3 times in the year 2008-09.K C P Ltd 
had a ratio of 4.5 times and was reached to 5.1 times. Madras Cements Ltd had a ratio of 16.0 
times and was increased to 8.9 times in the year 2008-09.Total Inventory Turnover ratio of 
Mangalam Cement Ltd was 10.1 times and reached to 15.1 times C L Industries Ltd had a ratio 
of 3.6 times and increased to 9.1 times in the year 2008-09.   
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 Table 6.19 
Total Inventory Turnover Ratio 
Sr. No. Name of Company 2003-04 2004-05 2005-06 2006-07 2007-08 2008-09
1 A C C Ltd. 10.30 8.40 6.20 10.40 10.80 10.40
2 Ambuja Cements Ltd. 9.00 9.10 9.50 17.20 11.00 7.60
3 Andhra Cements Ltd. 12.80 17.50 N.A 10.40 9.50 11.80
4 Binani Cement Ltd. 11.70 15.80 17.50 13.60 5.30 8.00
5 Birla Corporation Ltd. 12.10 13.10 13.50 12.50 9.90 10.60
6 Century Textiles & Inds. Ltd. 5.50 6.40 6.20 7.60 6.50 6.50
7 Dalmia Cement (Bharat) Ltd. 2.60 2.60 3.30 5.60 3.40 3.70
8 Gujarat Sidhee Cement Ltd. 9.60 8.00 13.00 14.00 N.A 18.10
9 Heidelberg Cement India Ltd. 7.90 8.80 8.10 7.90 11.50 12.60
10 India Cements Ltd. 7.80 6.90 8.60 10.50 10.20 9.80
11 J K Lakshmi Cement Ltd. 20.80 18.10 19.10 17.40 20.70 21.30
12 K C P Ltd. 4.50 4.30 3.20 5.20 6.50 5.10
13 Madras Cements Ltd. 16.00 6.80 11.80 14.10 9.70 8.90
14 Mangalam Cement Ltd. 10.10 14.90 12.40 6.00 7.40 15.10
15 N C L Industries Ltd. 3.60 4.50 5.70 5.70 6.90 9.10
16 O C L India Ltd. 4.50 5.60 5.90 6.30 6.30 7.30
17 Prism Cement Ltd. 9.50 10.20 8.70 11.00 10.40 9.70
18 Shree Dig Vijay Cement Co. Ltd. 6.20 3.80 16.00 8.80 7.40 8.00
19 Ultratech Cement Ltd. 12.10 10.80 10.00 12.60 10.30 10.30
20 AVERAGE  9.29 9.24 9.93 10.36 9.09 10.21
(Source: PROWESS, CMIE Database) 
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Chart No. 6.5 
Total Inventory Turnover Ratio 
 
 
 
 
O C L India Ltd had a ratio of 4.5 times in the year 2003-04, which is less than the overall 
industry ratio and rapidly increased to 7.3 times in 2008-09.Prism Cement Ltd had a ratio of 9.5 
times in 9.5 and remained to 9.7 times in 2008-09, this is the lowest in the industry.Shree Dig 
Vijay Cement Co. Ltd had ratio of 6.2 times and increased to 8.0 times in the year 2008-
09.Ultratech Cement Ltd had a ratio of 12.1 times and increased to 10.3 times.  The industry 
specifies the mean Total Inventory Turnover Ratio is 9.74 with standard deviation of 2.23 and 
co-efficient of variation of 23.72%. The maximum Total Inventory Turnover Ratio is 12.94 and 
minimum Ratio is 7.02.The mean Finished Goods Inventory Turnover Ratio of A C C Ltd is 9.4 
with the standard deviation of 1.8 and co-efficient of variation of 19.0%.The maximum and 
minimum Total Inventory Turnover Ratio is 10.8 and 6.2 respectively. Ambuja Cements Ltd had 
a mean Total Inventory Turnover Ratio is 10.6 with standard deviation of 3.4 and Co-efficient of 
variation of 32.5%.The maximum and minimum Total Inventory Turnover Ratio is 17.2 and 7.6 
respectively. Andhra Cements Ltd had a mean Total Inventory Turnover Ratio 12.4 with 
standard deviation of 3.1 and co-efficient of variation of 25.1%. The maximum and minimum 
Ratio is 17.2 and 7.6 respectively. Binani Cement Ltd had a mean Total Inventory Turnover 
Ratio is 12.0 with standard deviation of 4.6 and co-efficient of variation of 38.8%. The 
maximum and minimum ratio is 17.5 and 5.3 respectively. Birla Corporation Ltd had a mean 
Total Inventory Turnover Ratio is 11.9 with standard deviation of 1.4 and co-efficient of 
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variation of 11.7%. The maximum and minimum Total Inventory Turnover Ratio is 13.5 and 
9.9respectively; the variation of maximum and minimum ratio is also less. Century Textiles & 
Inds. Ltd. has mean Total Inventory Turnover Ratio of 6.4 with standard deviation of 0.7 and co-
efficient of variation of 10.4%.  The maximum and minimum Total Inventory Turnover Ratio is 
7.6 and 5.5.  
Table 6.20 
Descriptive Statistics for 
Total Inventory Turnover Ratio 
Sr. No. Name of Company Mean S. D. C.V. Max. Min.
1 A C C Ltd. 9.40 1.80 19.00 10.80 6.20
2 Ambuja Cements Ltd. 10.60 3.40 32.50 17.20 7.60
3 Andhra Cements Ltd. 12.40 3.10 25.10 17.50 9.50
4 Binani Cement Ltd. 12.00 4.60 38.80 17.50 5.30
5 Birla Corporation Ltd. 11.90 1.40 11.70 13.50 9.90
6 Century Textiles & Inds. Ltd. 6.40 0.70 10.40 7.60 5.50
7 Dalmia Cement (Bharat) Ltd. 3.50 1.10 31.20 5.60 2.60
8 Gujarat Sidhee Cement Ltd. 12.50 3.90 31.50 18.10 8.00
9 Heidelberg Cement India Ltd. 9.50 2.10 21.60 12.60 7.90
10 India Cements Ltd. 9.00 1.50 16.30 10.50 6.90
11 J K Lakshmi Cement Ltd. 19.60 1.60 8.20 21.30 17.40
12 K C P Ltd. 4.80 1.10 22.90 6.50 3.20
13 Madras Cements Ltd. 11.20 3.40 30.80 16.00 6.80
14 Mangalam Cement Ltd. 11.00 3.80 34.80 15.10 6.00
15 N C L Industries Ltd. 5.90 1.90 32.80 9.10 3.60
16 O C L India Ltd. 6.00 0.90 15.60 7.30 4.50
17 Prism Cement Ltd. 9.90 0.80 8.10 11.00 8.70
18 Shree Dig Vijay Cement Co. Ltd. 8.40 4.10 49.50 16.00 3.80
19 Ultratech Cement Ltd. 11.00 1.10 9.80 12.60 10.00
20 AVERAGE  9.74 2.23 23.72 12.94 7.02
                (Source: PROWESS, CMIE Database) 
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Dalmia Cement (Bharat) Ltd had a mean Total Inventory Turnover Ratio is 3.5 and Standard 
deviation of 1.1 with co-efficient of variation of 31.2%.The Maximum and Minimum ratio is 5.6 
and 2.6.Gujarat Sidhee Cement Ltd has mean Total Inventory Turnover Ratio of 12.5 and 
standard deviation of 3.9 with co-efficient of variation of 31.5%. The maximum and minimum 
ratios during the years are 18.1 and 8.0.Heidelberg Cement India Ltd has a mean of 9.5 and 
standard deviation of 2.1 with the co-efficient of variation of 21.6%, higher than the industry. 
The maximum and minimum ratio is 12.6 and 7.9 respectively. India Cements Ltd. has a mean of 
9.0 and standard deviation of 1.5 with the co-efficient of variation of 16.3%, lower than the 
industry. The maximum and minimum ratio is 10.5 and 6.9 respectively K Lakshmi Cement Ltd 
has a mean of 19.6 and standard deviation of 1.6 with the co-efficient of variation of 8.2%, lower 
than the industry.  The maximum and minimum ratio is 21.3 and 17.4 respectively C P Ltd. has a 
mean of 4.8 and standard deviation of 1.1 with the co-efficient of variation of 22.9%, lower than 
the industry. The maximum and minimum ratio is 6.5 and 3.2 respectively. Madras Cements Ltd 
has a mean of 11.2 and standard deviation of 3.4 with the co-efficient of variation of 30.8%, 
which is lower in the industry, this indicates the highest volatility in the Total Inventory 
Turnover Ratio.  The maximum and minimum ratio is 16.0 and 6.8 respectively. Mangalam 
Cement Ltd has a mean of 11.0 and standard deviation of 3.8 with the co-efficient of variation of 
34.8%, which is lower in the industry.  The maximum and minimum ratio is 15.1 and 6.0 
respectively C L Industries Ltd has a mean of 5.9 and standard deviation of 1.9 with the co-
efficient of variation of 32.8%, which is higher than the industry.  The maximum and minimum 
ratio is 9.1 and 3.6 respectively C L India Ltd had a co-efficient of variation of 15.6% which is 
lower in the industry, Shree Dig Vijay Cement Co. Ltd Ltd had co-efficient of variation of 8.1%, 
lower than the industry. Ultratech Cement Ltd had co-efficient of variation of 9.8%.   
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Inventory to Current Assets Ratio 
This ratio indicates the proportion of inventory to the current ratio.  More the ratio indicates 
higher proportion of inventory in the current assets and vice versa. In the table 6.2.8,A C C Ltd 
had inventory to the current Assets ratio of 40.5 in the year 2003-04 and reached to 30.1 in 2008-
09, this is gradually good for the company for inventory. Ambuja Cements Ltd has ratio of 54.1, 
it constantly decreased and reached to 40.6 which is not good for the company.  This shows that 
company was keeping enough stock in the warehouse. Andhra Cements Ltd had an inventory to 
the current ratio of 28.7 in 2003-04 but it reached to 22.3 in the year 2008-, which was going 
down gradually. Binani Cement Ltd had an inventory to the current ratio of 69.8 in the year 
2003-04 and reached to 53.3 in 2008-09.Birla Corporation Ltd had an inventory to the current 
ratio of 46.6 and reached to 28.7, this is good for the company. Century Textiles & Inds. Ltd. had 
larger inventories to the current ratio of 54.8 and reduced to 42.1 in the year 2008-09, this is very 
good indication for the Inventory investment. Dalmia Cement (Bharat) Ltd had a ratio of 61.2 
and increased to 54.6.Gujarat Sidhee Cement Ltd. had a ratio of 25.9 and increased to 
47.0.Heidelberg Cement India Ltd had a ratio of 50.9 and decreased to 13.5.India Cements Ltd. 
had an inventory to the current ratio of 25.5 and rapidly reduced to 30.0 in 2008-09.J K Lakshmi 
Cement Ltd had a ratio of 32.2 and reduced to 12.5 in the year 2008-09.K C P Ltd had a ratio of 
46.0 and was reached to 26.8.Madras Cements Ltd had a ratio of 22.0 and was increased to 36.3 
in the year 2008-09.Inventory to the current ratio of Mangalam Cement Ltd was 54.1 times and 
reached to 22.3, this is second highest inventory to the current ratio in the industry. N C L 
Industries Ltd had a ratio of 49.4 and decreased to 29.2 in the year 2008-09. O C L India Ltd had 
a ratio of 44.9 in the year 2003-04 and decreased to 35.4 in 2008-09.Prism Cement Ltd had a 
ratio of 47.4 in 2003-04 and remained to 48.5 in 2008-09; this is the higher in the industry.Shree 
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Digvijay Cement Co. Ltd had ratio of 53.1 and remained to 27.3 in the year 2008-09.Ultratech 
Cement Ltd. had a ratio of 40.5 and increased to 51.2.   
  
Table 6.21 
Inventory to Current Assets Ratio 
Sr. No. Name of Company 2003-04 2004-05 2005-06 2006-07 2007-08 2008-09
1 A C C Ltd. 40.5 49.0 48.7 33.5 33.4 30.1
2 Ambuja Cements Ltd. 54.1 54.5 55.1 37.0 36.7 40.6
3 Andhra Cements Ltd. 28.7 24.7 N.A 25.7 23.7 22.3
4 Binani Cement Ltd. 69.8 63.9 22.1 34.3 51.6 53.3
5 Birla Corporation Ltd. 46.6 38.7 34.8 29.3 50.5 28.7
6 Century Textiles & Inds. Ltd. 54.8 52.8 50.7 41.8 47.8 42.1
7 Dalmia Cement (Bharat) Ltd. 61.2 54.9 51.3 33.1 62.1 54.6
8 Gujarat Sidhee Cement Ltd. 25.9 38.8 41.3 32.9 N.A 47.0
9 Heidelberg Cement India Ltd. 50.9 49.0 53.6 33.2 18.8 13.5
10 India Cements Ltd. 25.5 34.7 29.4 25.3 26.1 30.0
11 J K Lakshmi Cement Ltd. 32.2 31.0 27.3 19.9 12.3 12.5
12 K C P Ltd. 46.0 46.6 47.9 39.7 31.4 26.8
13 Madras Cements Ltd. 22.0 42.2 30.9 20.9 31.1 36.3
14 Mangalam Cement Ltd. 54.1 50.6 49.2 39.4 46.7 22.3
15 N C L Industries Ltd. 49.4 48.9 37.7 38.2 25.8 29.2
16 O C L India Ltd. 44.9 39.7 38.8 35.5 33.5 35.4
17 Prism Cement Ltd. 47.4 48.0 53.9 50.4 59.9 48.5
18 Shree Digvijay Cement Co. Ltd. 53.1 42.3 30.9 40.4 51.3 27.3
19 Ultratech Cement Ltd. 40.5 43.3 49.3 45.2 46.8 51.2
20 AVERAGE  40.5 49.0 48.7 33.5 33.4 30.1
(Source: PROWESS, CMIE Database) 
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Chart 6.6 
Inventory to Current Assets Ratio 
 
 
 
 
 
 
The industry specifies the mean Inventory to Current Assets Ratio is 39.59 with standard 
deviation of 8.54 and co-efficient of variation of 22.04%.  The maximum Inventory to Current 
Assets Ratio is 49.48 and minimum Ratio is 28.23.  
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Table 6.22 
Descriptive Statistics for 
Inventory to Current Assets Ratio 
Sr. No. Name of Company Mean S. D. C.V. Max. Min.
1 A C C Ltd. 39.2 8.2 21.0 49.0 30.1
2 Ambuja Cements Ltd. 46.3 9.1 19.7 55.1 36.7
3 Andhra Cements Ltd. 25.0 2.4 9.7 28.7 22.3
4 Binani Cement Ltd. 49.2 18.0 36.6 69.8 22.1
5 Birla Corporation Ltd. 38.1 9.0 23.6 50.5 28.7
6 Century Textiles & Inds. Ltd. 48.3 5.5 11.3 54.8 41.8
7 Dalmia Cement (Bharat) Ltd. 52.9 10.5 19.9 62.1 33.1
8 Gujarat Sidhee Cement Ltd. 37.2 8.1 21.7 47.0 25.9
9 Heidelberg Cement India Ltd. 36.5 17.4 47.6 53.6 13.5
10 India Cements Ltd. 28.5 3.6 12.8 34.7 25.3
11 J K Lakshmi Cement Ltd. 22.5 8.9 39.6 32.2 12.3
12 K C P Ltd. 39.7 8.8 22.2 47.9 26.8
13 Madras Cements Ltd. 30.6 8.2 26.9 42.2 20.9
14 Mangalam Cement Ltd. 43.7 11.6 26.5 54.1 22.3
15 N C L Industries Ltd. 38.2 9.7 25.5 49.4 25.8
16 O C L India Ltd. 38.0 4.1 10.8 44.9 33.5
17 Prism Cement Ltd. 51.4 4.8 9.4 59.9 47.4
18 Shree Dig Vijay Cement Co. Ltd. 40.9 10.4 25.5 53.1 27.3
19 Ultratech Cement Ltd. 46.1 3.9 8.5 51.2 40.5
20 AVERAGE  39.59 8.54 22.04 49.48 28.23
         (Source: PROWESS, CMIE Database) 
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The mean Inventory to Current Assets Ratio of A C C Ltd is 39.2 with the standard deviation of 
8.2 and co-efficient of variation of 21.0%.  The maximum and minimum Inventory to Current 
Assets Ratio is 49.0and 30.1 respectively. Ambuja Cements Ltd had a mean Inventory to Current 
Assets Ratio is 46.3 with standard deviation of 9.1 and Co-efficient of variation of 19.7%.  The 
maximum and minimum Inventory to Current Assets Ratio is 55.1 and 36.7 respectively. Andhra 
Cements Ltd had a mean Inventory to Current Assets Ratio 25.0 with standard deviation of 2.4 
and co-efficient of variation of 9.7%.The maximum and minimum Ratio is 28.7 and 22.3 
respectively. Binani Cement Ltd had a mean Inventory to Current Assets Ratio is 49.2 with 
standard deviation of 18.0 and co-efficient of variation of 36.6%.   The maximum and minimum 
Ratio is 69.8 and 22.1 respectively. Birla Corporation Ltd had a mean Inventory to Current 
Assets Ratio is 38.1 with standard deviation of 9.0 and co-efficient of variation of 23.6%.The 
maximum and minimum Inventory to Current Assets Ratio is 50.5 and 28.7 respectively. 
Century Textiles & Inds. Ltd. has mean Inventory to Current Assets Ratio of 48.3 with standard 
deviation of 5.5 and co-efficient of variation of 11.3%.  The maximum and minimum Inventory 
to Current Assets Ratio is 54.8 and 41.8.Dalmia Cement (Bharat) Ltd had a mean Inventory to 
Current Assets Ratio is 52.9 and Standard deviation of 10.5 with co-efficient of variation of 
19.9%.  The Maximum and Minimum ratio is 62.1 and 33.1.Gujarat Sidhee Cement Ltd has 
mean Inventory to Current Assets Ratio of 37.2 and standard deviation of 8.1 with co-efficient of 
variation of 21.7%. The maximum and minimum ratios during the years are 47.0 and 
25.9.Heidelberg Cement India Ltd has a mean of 36.5 and standard deviation of 17.4 with the co-
efficient of variation of 47.6%.The maximum and minimum ratio is 53.6 and 13.5 respectively. 
India Cements Ltd has a mean of 28.5 and standard deviation of 3.6 with the co-efficient of 
variation of 12.8%.  The maximum and minimum ratio is 34.7 and 25.3 respectively K Lakshmi 
Cement Ltd has a mean of 22.5 and standard deviation of 8.9 with the co-efficient of variation of 
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39.6%.  The maximum and minimum ratio is 32.2 and 12.3 respectively C P Ltd has a mean of 
39.7 and standard deviation of 8.8 with the co-efficient of variation of 22.2%.  The maximum 
and minimum ratio is 47.9 and 26.8 respectively. Madras Cements Ltd has a mean of 30.6 and 
standard deviation of 8.2 with the co-efficient of variation of 26.9%, which is lower in the 
industry.  The maximum and minimum ratio is 42.2 and 20.9 respectively. Mangalam Cement 
Ltd.has a mean of 43.7 and standard deviation of 11.6 with the co-efficient of variation of 26.5%, 
which is lower in the industry.  The maximum and minimum ratio is 54.1 and 22.3 respectively 
C L Industries Ltd has a mean of 38.2 and standard deviation of 9.7 with the co-efficient of 
variation of 25.5%.The maximum and minimum ratio is 49.4 and 25.8 respectively C L India Ltd 
had a co-efficient of variation of 10.8%,Prism Cement Ltd had co-efficient of variation of 
9.4%.Shree Dig Vijay Cement Co. Ltd. had co-efficient of variation of 25.5%.Ultratech Cement 
Ltd. had co-efficient of variation of 8.5%.   
 
6.4 Composition of Inventory 
In cement industry, the major components of inventory include stores and spares, raw-material, 
semi-finished goods and finished goods. Table 6.3.1 depicts the average percentage of 
investment in each component during the study period. It shows that industry on aggregate basis 
has highest proportion of its inventory in stores and spares followed by finished goods and semi-
finished goods. Raw Material has 65.97% of its total inventory value investment while 22.52% 
in finished goods and 11.51% in semi-finished goods. Companies like Ambuja Cements Ltd, 
Ambuja Cements Ltd, Ambuja Cements Ltd, J K Lakshmi Cement Ltd, Madras Cements Ltd and 
Prism Cement Ltd, have more than 70% of its total inventory cost tied up in Material. Ambuja 
Cements Ltd, Andhra Cements Ltd, Heidelberg Cement India Ltd, India Cements Ltd, J K 
Lakshmi Cement Ltd, J K Lakshmi Cement Ltd, Mangalam Cement Ltd, Prism Cement Ltd, 
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Shree Dig Vijay Cement Co. Ltd,O C L India Ltd and Shree Dig Vijay Cement Co. Ltd have 
more than industry average in finished goods inventory. A C C Ltd. has on an average 65.97% of 
its inventory value blocked in Raw Material followed by 11.51% in finished goods inventory. 
Ambuja Cements Ltd. has also the similar position having highest amount blocked in Raw 
Material around 75.33% on average basis. This proportion of stores and spares also shows 
upward trend but at the same time it had drastically reduced its raw material and finished goods 
inventory. Andhra Cements Ltd has very steady performance as it had maintained the same 
proportion for all the periods. It has also invested more in Raw Material.ACC has reduced the 
proportion of raw material and finished goods inventory during the study period but it has rising 
trend in the stores and spares inventory with an average investment of 39.31% of total inventory 
cost. Binani Cement Ltd has increased the proportion of raw material and finished goods 
inventory during the study period but it has rising trend in the raw material inventory with an 
average investment of 64.28% of total inventory cost. Binani Cement Ltd has more investment in 
Raw Material and Semi-finished Goods inventory with 64.28% and 35.46% respectively. It has 
shown very steady performance in maintaining these ratios in very narrow range.  Birla 
Corporation Ltd has the average investment in Raw Material of 60.27%.Century Textiles & Inds. 
Ltd has only 26.31% of its inventory in finished goods and 59.77% in raw material inventory 
showing very poor performance in managing components of inventory. Dalmia Cement (Bharat) 
Ltd has rising trend the semi-finished goods inventory though it has maintained the least 
proportion of investment in Finished Goods. It has only 5.21% in Finished Good while other 
component has 59.80% of investment in each. Gujarat Sidhee Cement Ltd has just 24.82% of 
inventory in work in process while other components constitute rest of the portion equally. 
Grasim has shown downward trend in the raw material inventory.  
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Table 6.23 
Average Composition of Inventory (%) 
Sr. No. Name of Company Raw Material 
Semi-
finished 
Goods 
Finished 
Goods 
1 A C C Ltd. 65.97 11.51 22.52
2 Ambuja Cements Ltd. 75.33 9.61 15.07
3 Andhra Cements Ltd. 83.85 8.92 7.23
4 Binani Cement Ltd. 64.28 35.46 0.25
5 Birla Corporation Ltd. 60.27 20.40 19.33
6 Century Textiles & Inds. Ltd. 59.77 26.31 13.91
7 Dalmia Cement (Bharat) Ltd. 34.99 59.80 5.21
8 Gujarat Sidhee Cement Ltd. 61.99 24.82 13.19
9 Heidelberg Cement India Ltd. 65.85 13.99 20.16
10 India Cements Ltd. 73.90 8.06 18.05
11 J K Lakshmi Cement Ltd. 71.14 14.29 14.57
12 K C P Ltd. 44.08 7.58 48.34
13 Madras Cements Ltd. 78.68 7.25 14.06
14 Mangalam Cement Ltd. 67.47 8.44 24.08
15 N C L Industries Ltd. 43.74 40.75 15.52
16 O C L India Ltd. 65.40 24.59 10.01
17 Prism Cement Ltd. 75.63 8.51 15.86
18 Shree Dig Vijay Cement Co. Ltd. 69.14 13.27 17.59
19 Ultratech Cement Ltd. 65.73 12.75 21.52
20 AVERAGE  64.59 18.75 16.66
           (Source: PROWESS, CMIE Database) 
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Heidelberg Cement India Ltd has only 65.85% of its total inventory value in raw material on 
average basis which is lowest among all the companies. It has also higher average investment in 
Semi-finished Goods followed by Finished Goods inventory. India Cements Ltd has increased its 
proportion of raw material inventory from 73.90 % over a period of six years as its relative 
proportion of Semi-finished Goods has declined. It has 8.06% of its inventory value as other 
inventory. J K Lakshmi Cement Ltd and Shree Dig Vijay Cement Co. Ltd. both the companies 
are showing similar pattern of composition of inventory with average proportion of Raw 
Material inventory of 71.14% and 69.14% of their total inventory value. K C P Ltd.has declined 
its relative proportion in stores and spares but it has increased its semi-finished goods inventory 
proportion over study period.Madras Cements Ltd has least investment proportion in semi-
finished goods of merely 7.25% which is lowest among all the companies. It has its average 
finished goods inventory has also 14.06% of its total inventory. Mangalam Cement Ltd has 
major inventory investment in finished goods on average basis. It has relative proportion of 
67.47% in the form of raw material inventory which is very high compare to other companies in 
the industry. N C L Industries Ltd has higher proportion of inventory investment in Raw Material 
in the initial year of its operation in India it has reduced that proportion and its finished goods 
inventory proportion has increased to around 15.52% of its total inventory value.O C L India Ltd 
has also major proportion of its inventory value in finished goods. However, it has show 
declining trend in its finished goods proportion and rising trend in Raw Material and semi-
finished goods proportion during the study period. Prism Cement Ltd. shows the increasing 
proportion of semi-finished goods while decreasing proportion of finished goods inventory 
during the study period. Ultratech Cement Ltd has relatively steady pattern of composition of 
inventory. Its major inventory is of Raw Material constituting almost 65.73% of its total 
inventory investment followed by 12.75% of semi-finished goods proportion on average basis.  
 
6.5  Hypotheses Testing 
The followings hypotheses are tested with the help of ANOVA (Single factor) F test. Analysis of 
variance (ANOVA) enables us to test for the significance of the differences among more than 
two sample means. Using analysis of variance, we will be able to make inferences about whether 
our samples are drawn from populations having the same mean. 
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1. Null Hypothesis: Inventory Turnover Ratio of cement companies does not differ 
significantly among the years. 
 
SUMMARY 
Groups Count Sum Average Variance 
2003-04 19.00 176.60 9.29 20.24 
2004-05 19.00 175.60 9.24 21.99 
2005-06 19.00 178.70 9.41 25.63 
2006-07 19.00 196.80 10.36 14.82 
2007-08 19.00 163.70 8.62 17.20 
2008-09 19.00 193.90 10.21 18.24 
 
 
 
ANOVA 
Source of Variation SS DF MS F P-value F crit 
Between Groups 40.48 5.00 8.10 0.41 0.84 2.30
Within Groups 2126.19 108.00 19.69       
Total 2166.66 113.00         
 
Above table state that the calculated value of F ratio (0.41) is lower than the table value of F 
(2.30) at 5% significance level; This lead to the acceptance of null hypothesis at 5% significance 
level. I conclude that at the 5% significance level, Inventory turnover ratio of cement companies 
differ significantly among the years. 
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2. Null Hypothesis: Inventory turnover ratio does not differ significantly among the various 
cement companies over the years. 
ANOVAs: Single Factor 
SUMMARY 
Sr. No. Groups Count Sum Average Variance
1 A C C Ltd. 6 56.5 9.42 3.20
2 Ambuja Cements Ltd. 6 63.4 10.57 11.75
3 Andhra Cements Ltd. 6 62.0 10.33 33.41
4 Binani Cement Ltd. 6 71.9 11.98 21.65
5 Birla Corporation Ltd. 6 71.7 11.95 2.01
6 Century Textiles & Inds. Ltd. 6 38.7 6.45 0.46
7 Dalmia Cement (Bharat) Ltd. 6 21.2 3.53 1.22
8 Gujarat Sidhee Cement Ltd. 6 62.7 10.45 38.71
9 Heidelberg Cement India Ltd. 6 56.8 9.47 4.23
10 India Cements Ltd. 6 53.8 8.97 2.07
11 J K Lakshmi Cement Ltd. 6 117.4 19.57 2.57
12 K C P Ltd. 6 28.8 4.80 1.21
13 Madras Cements Ltd. 6 67.3 11.22 11.74
14 Mangalam Cement Ltd. 6 65.9 10.98 14.55
15 N C L Industries Ltd. 6 35.5 5.92 3.71
16 O C L India Ltd. 6 35.9 5.98 0.86
17 Prism Cement Ltd. 6 59.5 9.92 0.64
18 Shree Dig Vijay Cement Co. Ltd. 6 50.2 8.37 17.01
19 Ultratech Cement Ltd. 6 66.1 11.02 1.16
 (Source: PROWESS, CMIE Database) 
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ANOVA 
Source of Variation SS DF MS F P-value F crit 
Between Groups 1305.8 18.0 72.5 8.0 0.0 1.7 
Within Groups 860.9 95.0 9.1    
Total 2166.7 113.0     
 
Above table state that the calculated value of F ratio (8.0) is higher than the table value of F (1.7) 
at 5% significance level; This lead to the rejection of null hypothesis and acceptance of alternate 
hypothesis. I conclude that Inventory turnover Ratio differs significantly among the various 
cement companies over the years. 
 
6.6 Inventory Management and Control Practices 
The need for inventory management and control arise because its excess and inadequacy both 
have adverse effects on liquidity and profitability. Control over inventory is usually exercised by 
adopting certain techniques, known as “inventory control techniques” which help to reduce the 
investment in these assets without adversely affecting smooth functioning of business. Popular 
among such techniques are selective inventory control techniques, perpetual inventory system, 
classification and codification, standardization and simplification, fixation of inventory level etc. 
In this part of the chapter am attempt has been made to ascertain to what extent these techniques 
have been adopted in the cement industry. Following paragraphs summarize the responses of 
executives to the attached questionnaire and answers to the questions asked during the personal 
interviews. 
There are different objectives like avoid sales losses, efficient production, gaining quantity 
discount and reducing ordering cost. Efficient production and avoidance of sales losses are the 
prime objectives of inventory management in cement manufacturing companies. Out of 19 
companies, 13 companies are doing inventory management with the objective of efficient 
production. These companies are also said that the factors like shifting demands, changing cost 
structure and changing competition are responsible for variations in objectives. 11 companies are 
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said that shifting demand is the main factor of variations in objectives. There are different 
inventory valuations methods like LIFO, FIFO and Weighted Average Cost adopted by different 
companies. Weighted Average Cost is very popular in cement industry as 10 companies are 
followings the said method for valuation of inventory. All the companies have adopted ABC 
Analysis and Inventory Turnover Ratio as inventory control tools. It enables the management to 
put in efforts at a place where results will be comparatively attractive. The present study has 
revealed that all the units in the industry has put “A” items under the charge of production and 
planning department and the system of monthly reporting of these items from storekeeper is 
being followed. “B” and “C” items are looked after by junior executives in stores or materials 
departments in different units. The executives also disclosed that this technique helps the fixation 
of maximum and minimum levels for various store items. Other inventory control techniques 
which can be applied in cement manufacturing include classification like VED and FSN which 
are used by some of the companies. Companies are asked to give inventory norms like 
percentage of current assets or fixed assets or sales but they replied that they do not have such 
specific norms. They decide minimum or maximum level of particular raw material like lime 
stone or coal and finished goods on a dynamic basis keeping in mind the factors prevailing then. 
While deciding minimum level for an inventory item, consumption during the lead time and 
safety margin are basically taken into consideration. For decision regarding the maximum levels 
for inventory items, carrying cost, space availability in stores, supply conditions and future 
production plans are the factors which plays dominant role. It has been revealed by companies 
that for “A” category and some “B” category items “Economic Order Quantity” system has been 
use. Most of the companies have their own customized computer programming software for the 
inventory management. Among the measures which the executives have suggested for further 
improvement in inventory management in the industry are: need for overall review of stocks, 
identification of slow-moving, obsolete and surplus items, standardization and specification of 
commonly used items. Moreover, they felt that the maximum and minimum limits of automatic 
procurement items needs to be reviewed. To conclude, it may be remarked that in cement 
industry almost all the companies have been making use of various inventory control techniques 
to improve their inventory management.  
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7.1 Introduction 
 
Receivables occupy second place, in order of investment, among the various component of 
current assets in cement manufacturing companies. The main purpose of maintaining receivables 
is to push up sales and ultimately profits by allowing certain credits to the potential customers 
who otherwise may find it difficult to make cash purchases. Moreover, receivables being near-
cash item improve the liquidity position of an enterprise. The volume, composition and 
movements of receivables are required to be designed and maintained in such a way that it 
ultimately results into wealth maximization toward the shareholders. In fact, the receivables 
should be managed in such a way that the sales expanded to an extent where risk remains within 
the acceptable limits.  
In order to evaluate and examine the receivables management performance in the cement 
companies, an attempt has been made to analyze size, trend, composition, turnover ratio and 
growth of receivables in the selected companies of cement industry during the study period. 
Apart from this, the credit and collection polices and practices have been examined with the help 
of responses of executives towards the questionnaire circulated to them. 
 
7.2      Size and Trends in Receivables 
Table 7.1.1 to table 7.1.6 comprises of the data related to size and trend of receivables in the 
cement companies under the study. Sundry debtors are the part of the current assets. The level of 
current asset is a key component in liquidity position of the company. Higher the level of sundry 
debtor distorts the liquidity of the company. Here we talk about the overall industry’s sundry 
debtors. In the 2003-04 total sundry debtor of the cement industry was nearly 64.17 crores. It 
was increased at the rate of 4.10% in year 2004-05 to the 68.14 crores. In the year 2005-06 it 
grows at the pace of 6.78 % and reach to 71.80 crores, so average rate of increase was around 4% 
to 5.5% year on year. At the end of the 2008-09 it was reached to the 64.17 crores. The average 
sundry debtor of the industry was 77.83 crores. The mean of the A C C Ltd’s sundry debtors was 
230.92 crores and standard deviation of the company was 54.72 crores. So that coefficient of 
variance was 23.70%. The maximum level of sundry debtors during this six year was 310.17 
crores and minimum was 182.37 crores. Ambuja Cements Ltd had much lower then the average 
sundry debtors. So it shows that company has faster collection cycle of debt compare to overall 
cement industry. Andhra Cements Ltd. had sundry debtor much lower than the overall cement 
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industry. In the year 2003-04 it was around 14.82 crores, and it increased to 18.69 crores, Binani 
Cement Ltd had 0.78 crore Sundry debtors in 2003-04 it was decrease to 0.43 in 2004-05. And 
after that it reduced to 0.01 crore in 2007-08. Compare to industry average of sundry debtors 
77.83 crore, If we talk about Dalmia Cement (Bharat) Ltd it had 26.15 crore of debtors in 2003-
04 and increased to 214.05 crore in 2008-09,  
Table-7.1 
Investment in Sundry Debtors 
(Rs. in Crores) 
Sr. No. Name of Company 2003-04 2004-05 2005-06 2006-07 2007-08 2008-09
1 A C C Ltd. 182.37 190.54 199.17 213.96 289.29 310.17
2 Ambuja Cements Ltd. 45.94 42.71 45.84 89.95 145.68 224.60
3 Andhra Cements Ltd. 14.82 15.38 0.00 10.70 22.14 18.69
4 Binani Cement Ltd. 0.78 0.43 0.23 0.00 0.01 0.00
5 Birla Corporation Ltd. 29.96 56.22 22.49 27.23 31.71 20.00
6 Century Textiles & Inds. Ltd. 209.22 207.80 168.28 196.90 164.91 150.89
7 Dalmia Cement (Bharat) Ltd. 26.15 51.70 59.76 82.08 105.07 214.05
8 Gujarat Sidhee Cement Ltd. 25.70 13.89 14.03 20.07 0.00 18.95
9 Heidelberg Cement India Ltd. 21.39 27.08 18.94 16.11 12.49 19.89
10 India Cements Ltd. 145.17 183.38 240.59 260.21 311.08 353.98
11 J K Lakshmi Cement Ltd. 29.40 16.25 20.99 17.77 18.61 23.32
12 K C P Ltd. 13.69 15.35 13.38 27.88 53.31 64.08
13 Madras Cements Ltd. 42.67 45.27 49.35 65.34 61.61 89.80
14 Mangalam Cement Ltd. 5.95 4.10 8.71 3.35 5.39 5.76
15 N C L Industries Ltd. 12.99 12.97 22.28 27.58 34.84 48.10
16 O C L India Ltd. 80.79 86.75 89.18 83.10 93.61 115.88
17 Prism Cement Ltd. 26.81 18.83 12.89 14.55 3.57 0.00
18 Shree Digvijay Cement Co. Ltd. 9.56 11.66 6.28 10.75 7.82 14.25
19 Ultratech Cement Ltd. 177.57 171.95 172.55 183.50 216.61 186.18
20 AVERAGE  182.37 190.54 199.17 213.96 289.29 310.17
(Source: PROWESS, CMIE Database) 
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Chart -7.1 
Investment in Sundry Debtors 
 
 
 
Birla Corporation Ltd had very high level of debtors 56.22 crore in the year 2004-05 and it 
decreased to 22.49 crore in 2004-05 near about. And after that it had reduced to 20 crore in 2008-
09.Century Textiles & Inds. Ltd had tremendously declined their sundry debtor’s level. In the 
year 2003-04 it had 209.22 crore and it reduced to 150.89 crore in the year 2008-09 near about 
25% reduced in sundry debtors level. Gujarat Sidhee Cement Ltd had 25.7 crore of debtors, Rs. 
270.78 crore in the year 2003-04 and after that it decreased to 20.07 crore in 2006-07, near about  
during this six years time span.  
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Table 7.2 
Descriptive Statistics for 
Investment in Sundry Debtors 
Sr. No. Name of Company Mean S. D. C.V. Max. Min. 
1 A C C Ltd. 230.92 54.72 23.70 310.17 182.37
2 Ambuja Cements Ltd. 99.12 73.27 73.93 224.60 42.71
3 Andhra Cements Ltd. 13.62 7.71 56.57 22.14 0.00
4 Binani Cement Ltd. 0.24 0.31 130.31 0.78 0.00
5 Birla Corporation Ltd. 31.27 13.00 41.57 56.22 20.00
6 Century Textiles & Inds. Ltd. 183.00 24.78 13.54 209.22 150.89
7 Dalmia Cement (Bharat) Ltd. 89.80 66.54 74.09 214.05 26.15
8 Gujarat Sidhee Cement Ltd. 15.44 8.74 56.60 25.70 0.00
9 Heidelberg Cement India Ltd. 19.32 4.94 25.56 27.08 12.49
10 India Cements Ltd. 249.07 77.66 31.18 353.98 145.17
11 J K Lakshmi Cement Ltd. 21.06 4.79 22.74 29.40 16.25
12 K C P Ltd. 31.28 22.16 70.85 64.08 13.38
13 Madras Cements Ltd. 59.01 17.57 29.78 89.80 42.67
14 Mangalam Cement Ltd. 5.54 1.85 33.42 8.71 3.35
15 N C L Industries Ltd. 26.46 13.57 51.28 48.10 12.97
16 O C L India Ltd. 91.55 12.74 13.92 115.88 80.79
17 Prism Cement Ltd. 12.78 9.85 77.07 26.81 0.00
18 Shree Dig Vijay Cement Co. Ltd. 10.05 2.83 28.19 14.25 6.28
19 Ultratech Cement Ltd. 184.73 16.63 9.00 216.61 171.95
20 AVERAGE  77.83 31.21 53.12 113.58 60.84
          (Source: PROWESS, CMIE Database) 
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Heidelberg Cement India Ltd. had very high level of sundry debtors of 21.39 crore in the year 
2003-04 and tries to maintain severely to 19.89 crore in the year 2008-09.India Cements Ltd. had 
145.17 crores sundry debtors in the year 2003-04 which was much lower than the industry 
average sundry debtors. It was increased to 183.38 crores in next year. After that it was increased 
drastically at the rate of 42% annual compounded. J K Lakshmi Cement Ltd had  29.4 crores 
sundry debtors which show that company had much lower amount of debtors, so it indicate that 
company’s working capital cycle were very fast compared to other company in industry. But in 
2003-04 it was increased steadily year on year and reach to 23.32 crores.K C P Ltd had sundry 
debtors of 13.69 crores in 1997-2003-04, which was lower than industry average debtors. And 
after that it was drastically increased to 27.88crores which shows that company had control over 
collection of cash. It indicated that company’s receivable turnover ratio was increased. 
 
Madras Cements Ltd had total sundry debtors of 45.77 crores in the year 2003-04 and company 
had maintained the level of debtor around it. In the year 2008-09 it touch at the level of 89.8 
crores after increasingly slowly. Mangalam Cement Ltd had 5.95 crores of level of sundry 
debtors in the year 2003-04 which was lower than industry average. In last 6 year it was below 
the industry average debtors. So indicate that company had good receivable turnover ratio, which 
was increasing drastically over a period of time.  
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Table 7.3 
Trend analysis of Sundry Debtors 
Sr. No. Name of Company 2003-04 2004-05 2005-06 2006-07 2007-08 2008-09
1 A C C Ltd. 100.00 104.48 109.21 117.32 158.63 170.08
2 Ambuja Cements Ltd. 100.00 92.97 99.78 195.80 317.11 488.90
3 Andhra Cements Ltd. 100.00 103.78 N.A 72.20 149.39 126.11
4 Binani Cement Ltd. 100.00 55.13 29.49 0.00 1.28 0.00
5 Birla Corporation Ltd. 100.00 187.65 75.07 90.89 105.84 66.76
6 Century Textiles & Inds. Ltd. 100.00 99.32 80.43 94.11 78.82 72.12
7 Dalmia Cement (Bharat) Ltd. 100.00 197.71 228.53 313.88 401.80 818.55
8 Gujarat Sidhee Cement Ltd. 100.00 54.05 54.59 78.09 0.00 73.74
9 Heidelberg Cement India Ltd. 100.00 126.60 88.55 75.32 58.39 92.99
10 India Cements Ltd. 100.00 126.32 165.73 179.25 214.29 243.84
11 J K Lakshmi Cement Ltd. 100.00 55.27 71.39 60.44 63.30 79.32
12 K C P Ltd. 100.00 112.13 97.74 203.65 389.41 468.08
13 Madras Cements Ltd. 100.00 106.09 115.66 153.13 144.39 210.45
14 Mangalam Cement Ltd. 100.00 68.91 146.39 56.30 90.59 96.81
15 N C L Industries Ltd. 100.00 99.85 171.52 212.32 268.21 370.28
16 O C L India Ltd. 100.00 107.38 110.38 102.86 115.87 143.43
17 Prism Cement Ltd. 100.00 70.23 48.08 54.27 13.32 0.00
18 Shree Digvijay Cement Co. Ltd. 100.00 121.97 65.69 112.45 81.80 149.06
19 Ultratech Cement Ltd. 100.00 96.84 97.17 103.34 121.99 104.85
20 AVERAGE  100.00 106.19 111.89 121.94 145.47 100.00
(Source: PROWESS, CMIE Database) 
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N C L Industries Ltd had 12.99 crores of sundry debtors in the year 2003-04. Initially it was 
decreased and after that it increased steadily to the level 48.1 crores in 2008-09.O C L India Ltd 
had sundry debtors of 80.79 crores in 2003-04 and after that increased rapidly. In the year 115.88 
it was one and half time of initially level, which show that company provide credit to the 
customers. Prism Cement Ltd one of the company had highest level of sundry debtors in the 
industry. In the year 2003-04, it was 26.81 crores of sundry debtors shows that company’s higher 
portion of current assets block in the sundry debtors. After that it increased very fast in the next 
year and reach to the level of 115.88 crores in the year 2008-09.Shree Digvijay Cement Co. Ltd 
had 27.79 crores sundry debtors in the year 2003-04 and after that increased year over year. In 
the year 2008-09 it double to the level of 14.25 crores. Ultratech Cement Ltd had 177.57 crores 
sundry debtors in the year 2003-04, it was increased in the next year 2008-09 by 186.18 crores 
and after that declined steadily to reach 6 crores in the year 2008-09, so it show that company’s 
collection cycle moved very fast.  
 
7.2 Circulation of Receivables 
 
To analyze the circulations of receivables, attempt has been made to understand the behaviour of 
receivable turnover ratio and receivables to current assets ratio. Table 7.2.1 depicts receivables 
turnover ratio and table 7.2.3 depicts the receivables to current assets ratio for cement companies 
under the study for the study period.  
 
Receivables turnover ratio refers to sales to receivables ratio. It shows how fast company can 
collect its receivables arising out of credit sales. Higher turnover ratio shows the lesser 
investment in receivables and fast collections while lower turnover ratio indicates vice versa.  
 
Cement industry on aggregate basis has receivables turnover ratio in the range of 28.7to 30.7 
times during the study period.  
 
The mean or average receivables turnover ratio is 43.90 times with 37.55% of coefficient of 
variation. Most of the companies show their receivables turnover ratio around 40 t0 50 times 
which is near or equal to industry average.  
  
275 
 
Three companies named A C C Ltd, Ambuja Cements Ltd Ambuja Cements Ltd has reported 
their mean receivables turnover ratio of 20 to 30 times which is less than industry average. These 
companies have outperformed because they have fastened their collections and have 
comparatively high level of sales volume and lower level of receivable investment.  
 
Binani Cement Ltd. has mean receivables turnover ratio of 20.1 times with 49.4% of coefficient 
of variation. It has shown upward trend in the said ratio. In 2003-04, it was 14.7times which was 
in five years and reached to 13.9 times in the year 2008-09.  
 
Birla Corporation Ltd. has outperformed industry in the said ratio as it has declined its 
receivables drastically. In 2003-04, its receivables turnover ratio was 32.7 times which decreased 
and reached to 26.2 times, in the year 2008-09.     
 
Century Textiles & Inds. Ltd also has the same upward trend in receivables turnover ratio. It has 
also fastened its collections. Its receivables turnover ratio was 38.7 times in 2003-04, which 
increases to 37.2 times in 37.2. Its mean receivables turnover ratio is 5 times with 9.8% of 
coefficient of variations.  
 
Dalmia Cement (Bharat) Ltd has also upward trend in the said ratio with 31.7 times of mean 
value with 25% of coefficient of variations. Dalmia Cement (Bharat) Ltd’s receivables turnover 
ratio is rising at very slow pace and remained in the range of 21 to 42.3 times during the study 
period.  
 
Gujarat Sidhee Cement Ltd has tremendous improvement in receivables turnover ratio during the 
study period. Its average receivables turnover ratio is 46.5 times. In 2003-04, its receivables 
turnover ratio was 60.5 times, which increased to 35.2 times in 2006-07 and 45.6 times in 2008-
09.  
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Table 7.4 
Receivables Turnover Ratio (times) 
Sr. No. Name of Company 2003-04 2004-05 2005-06 2006-07 2007-08 2008-09
1 A C C Ltd. 47.9 42.8 39.1 29.8 30.7 28.7
2 Ambuja Cements Ltd. 34.4 25.4 25.9 22.7 22.9 23.8
3 Andhra Cements Ltd. 56.8 63.9 N.A 54.5 66.1 66.7
4 Binani Cement Ltd. 14.7 19.3 10.0 37.2 25.6 13.9
5 Birla Corporation Ltd. 32.7 47.5 37.8 29.9 42.2 26.2
6 Century Textiles & Inds. Ltd. 38.7 39.9 37.4 32.0 31.5 37.2
7 Dalmia Cement (Bharat) Ltd. 21.0 33.6 29.5 42.3 25.6 38.1
8 Gujarat Sidhee Cement Ltd. 60.5 42.5 48.8 35.2 N.A 45.6
9 Heidelberg Cement India Ltd. 44.6 48.4 43.0 31.0 25.1 20.2
10 India Cements Ltd. 73.9 64.8 64.0 49.0 35.8 45.7
11 J K Lakshmi Cement Ltd. 57.5 46.9 61.9 25.5 13.2 14.7
12 K C P Ltd. 34.6 32.5 22.5 27.4 33.4 35.0
13 Madras Cements Ltd. 51.9 40.9 43.5 47.3 54.2 49.9
14 Mangalam Cement Ltd. 32.0 26.8 39.3 23.4 18.8 14.7
15 N C L Industries Ltd. 45.3 45.4 51.5 48.8 38.5 51.9
16 O C L India Ltd. 49.0 54.5 50.0 40.9 43.4 39.7
17 Prism Cement Ltd. 45.8 37.9 37.9 35.9 32.4 37.4
18 Shree Dig Vijay Cement Co. Ltd. 41.1 55.9 65.8 56.8 27.2 15.8
19 Ultratech Cement Ltd. 51.7 47.6 42.7 43.9 45.4 41.1
20 AVERAGE  43.90 42.97 41.70 37.55 34.00 34.02
(Source: PROWESS, CMIE Database) 
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Chart No. 7.2 
Receivables Turnover Ratio (times) 
 
 
Gujarat Sidhee Cement Ltd has tremendous improvement in receivables turnover ratio during the 
study period. Its average receivables turnover ratio is 46.5 times. In 2003-04, its receivables 
turnover ratio was 60.5 times, which increased to 35.2 times in 2006-07 and 45.6 times in 2008-
09.Heidelberg Cement India Ltd is performing well as its receivables turnover ratio shows 
declining trend. Its mean receivables turnover ratio is only 35.4 times with 32.7% of coefficient 
of variations. In the 2003-04, it had 44.6 times of receivables turnover ratio which declines to 
20.2 times in 2008-09. Good collections of receivables and declining trend in sales are the major 
reasons for the said behaviour of receivables turnover ratio. India Cements Ltd has upward trend 
in its receivables turnover ratio. The mean value of said ratio is 55.5 times with 25.8% of 
coefficient of variations. Though Century has very slow growth in sales, it has improved its 
receivables turnover ratio because of its collection policy. In 2003-04, it had 73.9 times of 
receivables turnover ratio which was in 2008-09 and reached to 45.7 times. J K Lakshmi Cement 
Ltd has downward trend in the receivables turnover ratio showing the increased level of 
receivables. J K Lakshmi Cement Ltd has shown growth in sales but at the same time its 
receivables are also rising at higher rate and the resultant effect is downward trend in receivables 
turnover ratio. In 2003-04, its receivables turnover ratio was 57.5 times which declines to 14.7 
times in 2008-09.K C P Ltd also has the same position. Its receivables turnover ratio is also 
declining over a period of six years. Gujarat Sidhee Cement does not have significant growth in 
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sales and due to its poor collection policy it has shown downward trend in receivables turnover 
ratio. Its mean receivables turnover ratio is 30.9 times with 16% of coefficient of variations.  
Table 7.5 
Descriptive Statistics for 
Receivables Turnover Ratio 
Sr. No. Name of Company Mean S. D. C.V. Max. Min. 
1 A C C Ltd. 36.5 8.0 21.8 47.9 28.7
2 Ambuja Cements Ltd. 25.8 4.4 16.9 34.4 22.7
3 Andhra Cements Ltd. 61.6 5.6 9.1 66.7 54.5
4 Binani Cement Ltd. 20.1 9.9 49.4 37.2 10.0
5 Birla Corporation Ltd. 36.0 8.0 22.1 47.5 26.2
6 Century Textiles & Inds. Ltd. 36.1 3.5 9.8 39.9 31.5
7 Dalmia Cement (Bharat) Ltd. 31.7 7.9 25.0 42.3 21.0
8 Gujarat Sidhee Cement Ltd. 46.5 9.3 20.0 60.5 35.2
9 Heidelberg Cement India Ltd. 35.4 11.6 32.7 48.4 20.2
10 India Cements Ltd. 55.5 14.3 25.8 73.9 35.8
11 J K Lakshmi Cement Ltd. 36.6 21.6 59.0 61.9 13.2
12 K C P Ltd. 30.9 4.9 16.0 35.0 22.5
13 Madras Cements Ltd. 47.9 5.1 10.6 54.2 40.9
14 Mangalam Cement Ltd. 25.8 8.9 34.6 39.3 14.7
15 N C L Industries Ltd. 46.9 5.0 10.6 51.9 38.5
16 O C L India Ltd. 46.2 5.8 12.6 54.5 39.7
17 Prism Cement Ltd. 37.9 4.4 11.7 45.8 32.4
18 Shree Digvijay Cement Co. Ltd. 43.8 19.3 44.2 65.8 15.8
19 Ultratech Cement Ltd. 45.4 3.8 8.4 51.7 41.1
20 AVERAGE  39.29 8.49 23.17 50.46 28.66
          (Source: PROWESS, CMIE Database) 
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Madras Cements Ltd. has mean receivables turnover ratio of 47.9 times only. It has declining 
sales trend and due to this its receivables turnover ratio is declining. In 2003-04, it was 51.9 
times, which increases to 49.9 times in 2008-09. 
Mangalam Cement Ltd has not very consistent receivables turnover ratio over a period of six 
years. Its mean receivables turnover ratio is 25.8 times with 34.6% of coefficient of variations. 
The said ratio ranges between 14.7 to 39.3 times and showing upward trend.N C L Industries 
Ltd. N C L Industries Ltd. has very good performance with respect to said ratio. It has more than 
industry average ratio of receivables turnover ratio.O C L India Ltd. receivables turnover ratio 
ranges between 39.7 to 54.5 times during the study period. It’s said mean ratio of 46.2 times is 
more than industry average. Prism Cement Ltd has on an average 37.9 times of receivables 
turnover ratio which is less than industry average of 6 times. Prism Cement Ltd has also 
downward trend in the said ratio stating its loose collection policy.Shree Dig Vijay Cement Co. 
Ltd has improved its receivables turnover ratio from 41.1 times in 2003-04 to 15.8 times in 2008-
09. Its mean receivables turnover ratio of 43.8 times is less than industry average. Ultratech 
Cement Ltd. has also downward trend in receivables turnover ratio. In 2003-04, it was 51.7 
times, which decreased to 41.1 in 2008-09 with coefficient of variations of 8.4%.Its mean 
receivables turnover ratio is 45.4 times with 3.8% of standard deviations. Receivable to current 
asset ratio compares the level of receivable to total current assets. Higher the ratio shows 
company’s liquidity is not up to the par and company need to look after it to lower the ratio. In 
the year 2003-04, over all cement industry ratio is 73.93%. It reached to its highest level of 
65.78% in 2005-06 and then it starts declining. In the year 2008-09, it reached to 66.74%. The 
mean receivable to current ratio for industry aggregate is 61.6% with 59% of co-efficient of 
variation.  
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Table 7.6 
Receivables to Current Assets Ratio (%) 
Sr. No. Name of Company 2003-04 2004-05 2005-06 2006-07 2007-08 2008-09
1 A C C Ltd. 47.88 42.82 39.13 29.77 30.67 28.67
2 Ambuja Cements Ltd. 34.35 25.43 25.85 22.72 22.91 23.79
3 Andhra Cements Ltd. 56.80 63.94 N.A 54.47 66.08 66.74
4 Binani Cement Ltd. 14.65 19.29 10.03 37.16 25.62 13.86
5 Birla Corporation Ltd. 32.72 47.51 37.79 29.88 42.19 26.20
6 Century Textiles & Inds. Ltd. 38.75 39.90 37.44 31.95 31.49 37.18
7 Dalmia Cement (Bharat) Ltd. 20.95 33.57 29.46 42.27 25.62 38.14
8 Gujarat Sidhee Cement Ltd. 60.51 42.46 48.76 35.20 N.A 45.56
9 Heidelberg Cement India Ltd. 44.63 48.39 42.99 31.04 25.15 20.17
10 India Cements Ltd. 73.93 64.83 63.97 49.02 35.82 45.72
11 J K Lakshmi Cement Ltd. 57.54 46.95 61.93 25.46 13.21 14.74
12 K C P Ltd. 34.58 32.45 22.49 27.43 33.38 35.02
13 Madras Cements Ltd. 51.93 40.89 43.47 47.29 54.20 49.88
14 Mangalam Cement Ltd. 31.98 26.79 39.33 23.44 18.79 14.71
15 N C L Industries Ltd. 45.35 45.42 51.47 48.75 38.52 51.92
16 O C L India Ltd. 49.03 54.51 49.95 40.94 43.39 39.67
17 Prism Cement Ltd. 45.81 37.88 37.94 35.88 32.36 37.43
18 Shree Digvijay Cement Co. Ltd. 41.11 55.94 65.78 56.76 27.20 15.78
19 Ultratech Cement Ltd. 51.71 47.55 42.70 43.91 45.40 41.09
20 AVERAGE  73.93 64.83 65.78 56.76 66.08 66.74
(Source: PROWESS, CMIE Database) 
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Chart NO. 7.3 
Receivables to Current Assets Ratio (%) 
 
 
 
 
 
A C C Ltd,  Birla Corporation Ltd, Century Textiles & Inds. Ltd, India Cements Ltd, and Prism 
Cement Ltd are the companies which have their receivable to current assets ratio slight less to 
industry aggregate of 39.29%.A C C Ltd had 47.88% in the year 2003-04. But in next year it 
decreased to 42.82% and after that it declined to 28.67% in 2008-09.Ambuja Cements Ltd. had 
34.35% ratio and it decreased in the next year to 25.43%. After that it tremendously decreased to 
23.79% in the year 2008-09.Andhra Cements Ltd. had 56.80% in 2003-04 and increase to 
66.74% in the year 2008-09.Binani Cement Ltd. had 14.65% in 2003-04 and, increased in the 
next year 19.29%. After that it was 66.74% in the year 2008-09.Birla Corporation Ltd. had 
32.72% ratio in 2003-04. In the year 2006-07 increase to 29.88% but it decrease after year-to-
year and it was 26.2% in 2008-09. Century Textiles & Inds. Ltd. had low level of ratio compare 
to industry level. The mean receivable to current ratio is 36.1% with coefficient of variation of 
9.8%. It also shows uptrend in the relative proportion of receivables in current assets. In 2003-
04, the said ratio was 38.75%, which rise to 37.18% in 2008-09.Dalmia Cement (Bharat) Ltd. 
has mean receivable to current ratio is 31.7% with 25.0% of coefficient of variation. The relative 
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proportion of receivables is declining in this company. In 2003-04, its receivable to current ratio 
was 20.95% which increase to 38.14% in 2008-09. Gujarat Sidhee Cement Ltd shows the 
downward trend in the receivables to current assets ratio. In 2003-04, it was 60.51% which 
reduced almost by declined to 45.56% in the year 2008-09. Its mean proportion of receivables in 
current assets is 46.5% with coefficient of variation of 20.0%. Heidelberg Cement India Ltd. has 
mean receivable to current assets ratio of 35.4% with 32.7% of coefficient of variation. India 
Cements Ltd has shown decreasing proportion of receivables in the total assets over a period of 
six years. India Cements Ltd. has 73.93% of receivables in its current assets in the year 2003-04, 
which has rise to 45.72% in the year 2008-09. The relative proportion of receivables is rising but 
on an average company maintains it around the industry figure. J K Lakshmi Cement Ltd has 
36.6% of its current assets as receivable on average basis. In 2005-06, its receivable to current 
asset ratio was its highest level of 61.93%.K C P Ltd has shown the declining trend in the said 
ratio. In the year 2003-04, it was 34.5% of its current assets were receivables but in subsequent 
year it has gradually increased it to 35.02% in 2008-09. Madras Cements Ltd. has mean 
receivables to current assets ratio is 47.9% which is quite higher than industry average but its 
proportion is well maintained through out the study period as its coefficient of variation is 10.6% 
only. Mangalam Cement Ltd. has receivable to current assets ratio range between 14.7% to 
39.3% during the study period with the mean proportion of 25.8% which is too high than 
industry average. N C L Industries Ltd has 45.35% of its current assets were its receivables in the 
year 2003-04 which is very extreme case but in subsequent year it has reduced that level but in 
last year of study it has reduced it has mean proportion of receivables of 46.9% with 10.6% of 
coefficient of variation. O C L India Ltd has 46.2% of receivables to current assets ratio on an 
average during the study period. Prism Cement Ltd has mean ratio of 37.9% with coefficient of 
variation of 11.7% showing very steady performance compare to other companies.Shree 
Digvijay Cement Co. Ltd has decreasing trend in the said ratio with mean value of 43.8% with 
44.2% of coefficient of variation. Ultratech Cement Ltd. is showing rising proportion of 
receivables in the total current assets composition. In the year 2003-04, it was 51.71% which was 
increased to 47.55% in subsequent year only and then after it slowly increased and reached to the 
41.09% level.  
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Table 7.7 
Descriptive Statistics for  
Receivables to Current Assets Ratio 
Sr. No. Name of Company Mean S. D. C.V. Max. Min.
1 A C C Ltd. 36.5 8.0 21.8 47.9 28.7
2 Ambuja Cements Ltd. 25.8 4.4 16.9 34.4 22.7
3 Andhra Cements Ltd. 61.6 5.6 9.1 66.7 54.5
4 Binani Cement Ltd. 20.1 9.9 49.4 37.2 10.0
5 Birla Corporation Ltd. 36.0 8.0 22.1 47.5 26.2
6 Century Textiles & Inds. Ltd. 36.1 3.5 9.8 39.9 31.5
7 Dalmia Cement (Bharat) Ltd. 31.7 7.9 25.0 42.3 21.0
8 Gujarat Sidhee Cement Ltd. 46.5 9.3 20.0 60.5 35.2
9 Heidelberg Cement India Ltd. 35.4 11.6 32.7 48.4 20.2
10 India Cements Ltd. 55.5 14.3 25.8 73.9 35.8
11 J K Lakshmi Cement Ltd. 36.6 21.6 59.0 61.9 13.2
12 K C P Ltd. 30.9 4.9 16.0 35.0 22.5
13 Madras Cements Ltd. 47.9 5.1 10.6 54.2 40.9
14 Mangalam Cement Ltd. 25.8 8.9 34.6 39.3 14.7
15 N C L Industries Ltd. 46.9 5.0 10.6 51.9 38.5
16 O C L India Ltd. 46.2 5.8 12.6 54.5 39.7
17 Prism Cement Ltd. 37.9 4.4 11.7 45.8 32.4
18 Shree Digvijay Cement Co. Ltd. 43.8 19.3 44.2 65.8 15.8
19 Ultratech Cement Ltd. 45.4 3.8 8.4 51.7 41.1
20 AVERAGE  39.29 8.49 23.17 50.46 28.66
   (Source: PROWESS, CMIE Database) 
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7.4 Debtors exceeding six months as a % of total debtors 
 
Cement Industry on aggregate basis has 12.69% of its total debtors as debtors exceeding six 
month. It ranges from 11.02% to 9.47% during the study period. Their dues are more than six 
month. The high level of this ratio is not good for the company as it blocks the investment and 
company suffers on liquidity as well profitability aspects. Out of 19 companies under study, 
there are 6 companies who have this ratio of more than industry average. There are 12 companies 
who have the said ratio lower than 10%. These companies are very good at their collection 
policy and managing their debtors efficiently. A C C Ltd has shown downward trend in the said 
ratio and reached to just 32.8% in the year 2008-09.Ambuja Cements Ltd has very steep 
downward trend as from 11.2% in the 2003-04, it has reached to the level of 0.8% in the year 
2008-09.Andhra Cements Ltd has 60.7% of debtors exceeding six months in the beginning of 
study period which rise to 32.4% in the year 2008-09.Binani Cement Ltd. has mean ratio of 5.4% 
showing very high percentage of debtors have not paid their due for last six months. It has also 
downward trend in the said ratio during the study period. In the year 2008-09, it has reached to 
the level of 0.00% which is not good for the company’s liquidity position. Birla Corporation Ltd 
has downward trend in the said ratio. In the year 2003-04, it has 25.2% of its debtors exceeding 
six months. The said ratio reached to 46.74% in the year 200.00. Its mean ratio is 13.5% with 
13.5% of coefficient of variation. Century Textiles & Inds. Ltd. has mean ratio of 2.8% 
indicating its debtors exceeding six months is lower than industry average. Dalmia Cement 
(Bharat) Ltd has moderate level of debtors exceeding six months. The said ratio has mean value 
of 7.8% with the highest level of 18.6% in the year 2003-04.Gujarat Sidhee Cement Ltd has 
downward trend indicating improved collections. Its average debtors exceeding six month is 
26.1%.Heidelberg Cement India Ltd has also same improving position as the said ratio has 
increased from 2.3% to 15.8% during the last two years. India Cements Ltd has mean ratio of 
9.9% and J K Lakshmi Cement Ltd has the said mean ratio of 6.0% with coefficient of variation 
36.63% and 87.05% respectively.  
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Table 7.8 
Debtors exceeding six month as a % of Total Debtors 
Sr. No. Name of Company 2003-04 2004-05 2005-06 2006-07 2007-08 2008-09
1 A C C Ltd. 39.3 38.3 35.1 35.4 27.1 32.8
2 Ambuja Cements Ltd. 11.2 7.2 6.4 1.9 0.7 0.8
3 Andhra Cements Ltd. 60.7 59.5 N.A. 70.2 38.6 32.4
4 Binani Cement Ltd. 0.0 0.0 21.7 0.0 0.0 0.0
5 Birla Corporation Ltd. 25.2 7.5 19.2 10.8 10.8 13.5
6 Century Textiles & Inds. Ltd. 3.0 2.1 3.2 4.0 3.1 1.4
7 Dalmia Cement (Bharat) Ltd. 18.6 7.7 6.5 4.4 4.5 4.9
8 Gujarat Sidhee Cement Ltd. 21.4 32.8 13.9 41.2 N.A. 21.2
9 Heidelberg Cement India Ltd. 2.0 8.2 7.6 0.8 2.3 15.8
10 India Cements Ltd. 12.8 13.0 12.5 10.3 5.4 5.4
11 J K Lakshmi Cement Ltd. 16.2 4.3 2.8 3.5 6.8 2.4
12 K C P Ltd. 9.7 2.0 3.1 1.3 17.5 21.2
13 Madras Cements Ltd. 31.4 23.2 16.6 8.6 5.9 5.3
14 Mangalam Cement Ltd. 1.8 2.7 0.0 0.0 0.0 1.6
15 N C L Industries Ltd. 4.2 4.3 4.2 2.0 3.1 3.1
16 O C L India Ltd. 10.1 10.3 10.6 13.2 9.0 8.8
17 Prism Cement Ltd. 5.9 10.8 18.5 21.2 59.1 0.0
18 Shree Digvijay Cement Co. Ltd. 9.8 3.2 5.6 0.2 0.1 0.1
19 Ultratech Cement Ltd. 5.8 2.0 6.1 4.8 4.3 9.2
20 AVERAGE  15.22 12.58 10.76 12.31 11.02 9.47
(Source: PROWESS, CMIE Database) 
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Chart No.7.4 
Debtors exceeding six month as a % of Total Debtors 
 
 
 
K C P Ltd has increasing proportion of such debtors while Madras Cements Ltd has declining 
proportion of such debtors showing improvement in liquidity position of the company. Both the 
company’s mean ratios are 9.1 and 15.2 to industry average. Madras Cements Ltd has very high 
of debtors exceeding six months. It has on an average of 15.2% of its debtors who have not paid 
their dues for last six months.  
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Table 7.9 
Descriptive Statistics for 
Debtors exceeding six month as a % of Total Debtors 
Sr. No. Name of Company Mean S. D. C.V. Max. Min.
1 A C C Ltd. 34.7 4.4 12.66 39.3 27.1
2 Ambuja Cements Ltd. 4.7 4.3 90.51 11.2 0.7
3 Andhra Cements Ltd. 52.3 16.0 30.64 70.2 32.4
4 Binani Cement Ltd. 5.4 10.9 200.00 21.7 0.0
5 Birla Corporation Ltd. 14.5 6.5 45.09 25.2 7.5
6 Century Textiles & Inds. Ltd. 2.8 0.9 33.27 4.0 1.4
7 Dalmia Cement (Bharat) Ltd. 7.8 5.5 70.34 18.6 4.4
8 Gujarat Sidhee Cement Ltd. 26.1 10.8 41.38 41.2 13.9
9 Heidelberg Cement India Ltd. 6.1 5.6 92.41 15.8 0.8
10 India Cements Ltd. 9.9 3.6 36.63 13.0 5.4
11 J K Lakshmi Cement Ltd. 6.0 5.2 87.05 16.2 2.4
12 K C P Ltd. 9.1 8.5 93.39 21.2 1.3
13 Madras Cements Ltd. 15.2 10.6 69.61 31.4 5.3
14 Mangalam Cement Ltd. 1.0 1.2 115.39 2.7 0.0
15 N C L Industries Ltd. 3.5 0.9 25.92 4.3 2.0
16 O C L India Ltd. 10.3 1.6 15.10 13.2 8.8
17 Prism Cement Ltd. 23.1 21.0 91.04 59.1 5.9
18 Shree Digvijay Cement Co. Ltd. 3.2 3.9 124.92 9.8 0.1
19 Ultratech Cement Ltd. 5.4 2.4 44.54 9.2 2.0
20 AVERAGE  12.69 6.52 69.47 22.49 6.39
    (Source: PROWESS, CMIE Database) 
Mangalam Cement Ltd and N C L Industries Ltd has mean ratio of 1.0% and 3.5% respectively 
outperforming industry. Lafarge has upward and fluctuated trend in the said ratio and reached to 
3.5% in the year 2003-04.O C L India Ltd has the said mean ratio which is near to industry 
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average. It is 10.3% with 15.10% of coefficient of variation. In the year 2006-07, it has highest 
level of 13.2% of its debtors exceeding six months. Prism Cement Ltd. has the mean value of 
said ratio of 23.1% which is more than industry average figure but its debtors exceeding six 
months are showing upward trend. In 2003-04, it was just 5.9%, which doubled in five years and 
reached to 0.0% in 2008-09.Shree Digvijay Cement Co. Ltd has also just 3.2% of mean ratio 
with 124.92% of coefficient of variations. Ultratech Cement Ltd has declined its debtors 
exceeding six months significantly during this study period as from 5.8% in 2003-04 to 9.2% in 
2008-09.  
 
7.5 Hypotheses Testing 
The followings hypotheses are tested with the help of ANOVA (Single factor) F test. Analysis of 
variance (ANOVA) enables us to test for the significance of the differences among more than 
two sample means. Using analysis of variance, we will be able to make inferences about whether 
our samples are drawn from populations having the same mean. 
1. Null Hypothesis: Debtors Turnover Ratio of cement companies does not differ 
significantly among the years. 
 
SUMMARY 
Groups Count Sum Average Variance 
2003-04 19 834.1 43.90000 197.5311
2004-05 19 816.5 42.97368 148.6143
2005-06 19 750.6 39.50526 288.1916
2006-07 19 713.5 37.55263 108.5737
2007-08 19 612.0 32.21053 217.5654
2008-09 19 646.3 34.01579 216.6725
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Above table state that the calculated value of F ratio (2.142) is lower than the table value of F 
(2.2984) at 5% significance level; This lead to the acceptance of null hypothesis at 5% 
significance level. I conclude that Debtors turnover ratio of cement companies does not differ 
significantly among the years. 
2. Null Hypothesis: Debtors turnover ratio does not differ significantly among the 
various cement companies over the years. 
    (Source: PROWESS, CMIE Database) 
  
ANOVA 
Source of Variation SS DF MS F P-value F crit 
Between Groups 2101.958 5.00 420.3915 2.142762 0.065776 2.298431
Within Groups 21188.680 108.00 196.1915       
Total 23290.638 113.00         
SUMMARY 
Sr. No. Groups Count Sum Average Variance 
1 A C C Ltd. 6 219.0 36.50000 63.15600
2 Ambuja Cements Ltd. 6 155.1 25.85000 19.22700
3 Andhra Cements Ltd. 6 308.0 51.33333 657.42670
4 Binani Cement Ltd. 6 120.7 20.11667 98.58167
5 Birla Corporation Ltd. 6 216.3 36.05000 63.61100
6 Century Textiles & Inds. Ltd. 6 216.7 36.11667 12.41367
7 Dalmia Cement (Bharat) Ltd. 6 190.1 31.68333 62.69367
8 Gujarat Sidhee Cement Ltd. 6 232.6 38.76667 429.84270
9 Heidelberg Cement India Ltd. 6 212.3 35.38333 133.57770
10 India Cements Ltd. 6 333.2 55.53333 204.73470
11 J K Lakshmi Cement Ltd. 6 219.7 36.61667 466.67370
12 K C P Ltd. 6 185.4 30.90000 24.42400
13 Madras Cements Ltd. 6 287.7 47.95000 25.67900
14 Mangalam Cement Ltd. 6 155.0 25.83333 79.93067
15 N C L Industries Ltd. 6 281.4 46.90000 25.02800
16 O C L India Ltd. 6 277.5 46.25000 33.86700
17 Prism Cement Ltd. 6 227.3 37.88333 19.38167
18 Shree Dig Vijay Cement Co. 
d
6 262.6 43.76667 373.25070
19 Ultratech Cement Ltd. 6 272.4 45.40000 14.51200
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ANOVA 
Source of Variation SS DF MS F P-value F crit 
Between Groups 9250.578 18.00 513.9210 3.477372 3.88E-05 1.713439
Within Groups 14040.06 95.00 147.7901     
Total 23290.63 113.00         
 
Above table state that the calculated value of F ratio (3.477372) is higher than the table value of 
F (1.713439) at 5% significance level; This lead to the rejection of null hypothesis and 
acceptance of alternate hypothesis. P-value is also lower than all of the customary level of 
significance; I conclude that Debtors turnover Ratio differs significantly among the various 
cement companies over the years. 
 
7.6 Receivables Management Practices 
Efficiency in receivables management in a business enterprise depends upon proper formulation 
and implementation of credit and collection policies. Effectiveness in credit and collection 
policies in a concern promotes sales with low volume of receivables and ultimately beefs up 
profits. With a view to examining credit and collection policies being followed in the cement 
manufacturing units under study, the questionnaire is given to the concerned executives and the 
followings issues have been raised.  
1. Who is responsible in the organizations for credit management? 
2. How the credit policies are formulated? 
3. What is the collection policy of selected company? 
 
The first question, which has a significant bearing on receivables management, relates to the 
fixation of responsibility in an organization for credit management. There are different views of 
management experts on this issue. One view is that the credit and collection function in an 
organization should be placed under the direct control and supervision of individuals who are 
responsible for the company’s financial position. The logic behind this argument is that since the 
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receivables management affects the flow of funds directly and it is a function of financial nature, 
it should be responsibility of financial executives to formulate and implement credit and 
collection policies. There are others who suggest that business organizations should depend on 
their sales department to manage receivables. There view is that sales are incomplete until the 
value thereof is realized. Hence, the proponents of this view are of the opinion that credit and 
collection function should be under the direct charge of marketing executives and sales 
department. It has been found in the course of the study that in the selected units credit and 
collection policies are being chalked out by the top executives on the advice of the finance 
division. However, the execution of the policies has been entrusted to sales division in the 
organization of various companies. Credit policy is an integral part of marketing process. During 
the course of investigation, it has been revealed by the company executives that they have 
adopted the policy of limited credit and open credit with approval. All the 24 companies have 
same credit policy and the credit period is depending up on the credit standards of the customers. 
It has been asked to executives they why they are giving credit. Eleven executives replied that it 
is only because of competition in the market while thirteen said it all about industry norms. Five 
executives said both competition and industry practices are the prime reason for giving credit. 
The percentage of credit sales in not static, it varies upon from company to company and also 
depends on sales level. The success or failure of a credit policy mainly depends on the selection 
of credit risk. The selection involves identification of customers to whom credit is to be allowed. 
Proper evaluation of credit-worthiness of the customer is essential. It is a sort of preventive 
measure by which those customers who lack credit worthiness are eliminated from the list of 
prospective debtors. During the course of investigation, it is found that all the companies are 
doing numerical credit scoring of their customers and then classifying it in different categories. 
Cement manufacturing companies are looking at the capacity and collateral parameter that is 
they are giving more weight to operating income and collaterals of their client for credit granting 
decision. To get the information on these aspects mainly they are using Bank Reference and their 
own past dealing with the clients. Cement manufacturing companies are using techniques like 
Aging schedule, Collection matrix and Days sales’ outstanding to control accounts receivables. 
DSO and Aging schedule is most preferable techniques for controlling accounts receivables.  
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8.1 Introduction 
 
Cash is vital component of working capital because it is the cash which keeps a business going 
on. It is the hub around which all other financial matters revolve. There is no denying the fact 
that cash is the very life blood of the business enterprise. Steady and healthy circulation of cash 
in the entire business operation is the basis of business solvency. Cash is the basic input needed 
to keep the business running on a continuous basis. It is also the ultimate output expected to be 
realized by selling the service or product manufactured by the firm. Ultimately every transaction 
in a business results either in inflow or outflow of cash. Therefore effective management of cash 
is the key determinant of efficient working capital management. There should be sufficient cash 
to meet the needs of the business. Both excess and inadequate cash situations are undesirable 
from the liquidity and profitability point of view. Inadequate cash may results into insolvency 
and lead to liquidation. It will eventually disrupt the firm’s manufacturing operations. On the 
other hand excessive cash remains idle, without contributing anything towards the firm’s 
profitability. Moreover, holding of cash has an implicit cost in the form of opportunity cost of 
capital. 
 
The functions of cash management involve the optimum utilization of available cash balance 
with a view to maximizing profits without affecting the liquidity position or reputation of the 
company. In order to make a proper evaluation of cash management in the selected units of 
Cement Industry, an attempt has been made to analyse the size, composition, adequacy and 
circulation of cash.  
 
  
  
295 
8.2        Size and Trends of Investment in Cash 
According to Table 8.1.1 and 8.1.2, the level of cash among different companies are varies from 
20.0 crores to 202.7 crores over a period of six years. There are six companies named J K 
Lakshmi Cement Ltd, Ambuja Cements Ltd, Mangalam Cement Ltd, A C C Ltd. J K Lakshmi 
Cement Ltd and Prism Cement Ltd. with the mean level of cash more than 100 crores. There are 
nine companies named Binani Cement Ltd, Birla Corporation Ltd., and Century Textiles & Inds. 
Ltd,Dalmia Cement (Bharat) Ltd, Heidelberg Cement India Ltd, Madras Cements Ltd, O C L 
India Ltd, and Shree Digvijay Cement Co. L in the range of 25 crores to 75 crores of cash 
balance. Companies like Andhra Cements Ltd, Mangalam Cement Ltd, K C P Ltd, N C L 
Industries Ltd, and Shree Digvijay Cement Co. Ltd. have cash balance less than 25 crores. A C C 
Ltd. has cash balance in the narrow range of 57.32 crores to 984.24 crores. Its mean value of 
cash balance is 428.83 croes, with just 405.17 of standard deviation and 94.48%of coefficient of 
variation. Ambuja Cements Ltd. has cash balance in the narrow range of 30.87 crores to 849.83 
crores. Its mean value of cash balance is 342.78croes, with just 99.89of standard deviation and 
41.96%of coefficient of variation. Andhra Cements Ltd has also reduced it cash balance almost 
by half during the six years of study. It had 5.46 crores of cash in 2003-04, which inclines to 
10.53 in 2008-09. It has mean level of cash balance of 9.38 crores. Birla Corporation Ltd has 
mixed downward trend in the level of cash balance. Except in the year 2006-07, it has average 
cash level of around 31.49 crores but in the said year, it has cash balance of 58.54crores. Its 
coefficient of variation is 73.42% showing very high volatility in the said figure. Century 
Textiles & Inds Ltd also does not show the consistency in the level of cash as its mean value 
59.99 crores with 67.83% of coefficient of variation. In 2003-04, its cash balance was 37.49 
crores which increased drastically in the subsequent year with the new level of 38.32 crores but 
after that it decline to 47.43 crores in 2007-08. It had further Thus; it has no consistency in the 
maintenance of cash balance. It has not invested its excess cash in marketable securities to 
efficiently manage its cash. Dalmia Cement (Bharat) Ltd has mean cash balance of 59.19 crores 
with 53.90% of coefficient of variation. In 2003-04, it has 27.88crores of cash balance which 
declines to 22.8 crores and 58.9crores in the next two subsequent years respectively. Then after it 
increased and reached to the level of 103.78 crores in the year 2008-09 but again in subsequent 
year it fall down to 54.73crores.  
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Table 8.1 
Investment in Cash 
                                                                                                                           (Rs. In Crores) 
Sr. No. Name of the Company 2003-04 2004-05 2005-06 2006-07 2007-08 2008-09
1 A C C Ltd. 64.97 57.32 102.79 620.17 743.48 984.24
2 Ambuja Cements Ltd. 30.87 68.81 86.52 378.07 642.55 849.83
3 Andhra Cements Ltd. 5.46 3.92 N.A. 7.37 19.61 10.53
4 Binani Cement Ltd. 8.82 8.82 102.77 47.70 95.93 87.22
5 Birla Corporation Ltd. 44.72 29.07 59.23 34.40 31.35 311.50
6 Century Textiles & Inds. Ltd. 37.49 31.07 38.32 139.16 47.43 66.48
7 Dalmia Cement (Bharat) Ltd. 27.88 22.80 58.90 103.78 87.05 54.73
8 Gujarat Sidhee Cement Ltd. 8.94 12.04 5.64 29.71 N.A. 3.86
9 Heidelberg Cement India Ltd. 4.69 2.93 4.06 65.28 180.73 337.80
10 India Cements Ltd. 3.73 2.92 43.62 230.19 425.64 311.63
11 J K Lakshmi Cement Ltd. 10.63 22.56 12.10 150.68 347.58 326.67
12 K C P Ltd. 6.22 6.41 17.07 22.50 38.20 70.86
13 Madras Cements Ltd. 52.38 43.42 49.31 56.57 22.95 38.60
14 Mangalam Cement Ltd. 6.59 9.89 6.70 25.15 14.51 44.08
15 N C L Industries Ltd. 2.11 2.39 5.83 4.61 45.98 15.35
16 O C L India Ltd. 13.70 14.79 34.3 90.83 96.65 118.54
17 Prism Cement Ltd. 5.99 13.47 9.40 16.91 11.04 25.87
18 Shree Digvijay Cement Co. Ltd. 2.97 1.95 2.38 2.19 16.65 89.84
19 Ultratech Cement Ltd. 41.83 56.26 61.60 89.59 100.69 104.49
20 Industry average 20.00 21.62 38.92 111.31 164.89 202.74
     (Source: PROWESS, CMIE Database) 
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Chart No. 8.1 
Investment in Cash 
 
 
 
 
 
Gujarat Sidhee Cement Ltd has continuously uptrend in the level of cash balance. In the 2003-
04, it had only 8.94 crores of cash balance but in later years it start rising and in 2008-09, it 
reached to 3.86 crores. It has decreased three to four times in last four years. Heidelberg Cement 
India Ltd has upward trend in the cash balance of balance sheet during the study period. In 2003-
04, it had 4.69 crores of cash which reduced to 2.93 crores in the year 2004-05. It increased to 
4.06 crores in 2005-06 but in 2008-09, it increases to 337.8 crores. Madras Cements Ltd. has 
mean cash balance of 43.87 crores with 27.52% of coefficient of variation. It has rising trend in 
the cash balance. In 2003-04, it had cash of 3.73 crores, which increased to 311.63 crores in 
2008-09.Madras Cements Ltd. has mean cash balance of 43.87 crores with 27.52% of coefficient 
of variation. It has rising trend in the cash balance. In 2003-04, it had cash of 52.38 crores, which 
decreased to 38.6 crores in 2008-09.   
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Table 8.2 
Descriptive Statistics for Investment in Cash 
Sr. No. Name of the Company Mean S. D. C.V. Max. Min. 
1 A C C Ltd. 428.83 405.17 94.48 984.24 57.32
2 Ambuja Cements Ltd. 342.78 342.41 99.89 849.83 30.87
3 Andhra Cements Ltd. 9.38 6.76 72.08 19.61 3.92
4 Binani Cement Ltd. 58.54 42.98 73.42 102.77 8.82
5 Birla Corporation Ltd. 85.05 111.49 131.10 311.50 29.07
6 Century Textiles & Inds. Ltd. 59.99 40.69 67.83 139.16 31.07
7 Dalmia Cement (Bharat) Ltd. 59.19 31.90 53.90 103.78 22.80
8 Gujarat Sidhee Cement Ltd. 12.04 10.49 87.16 29.71 3.86
9 Heidelberg Cement India Ltd. 99.25 135.63 136.66 337.80 2.93
10 India Cements Ltd. 169.62 179.20 105.65 425.64 2.92
11 J K Lakshmi Cement Ltd. 145.04 157.98 108.92 347.58 10.63
12 K C P Ltd. 26.88 24.59 91.50 70.86 6.22
13 Madras Cements Ltd. 43.87 12.07 27.52 56.57 22.95
14 Mangalam Cement Ltd. 17.82 14.61 81.97 44.08 6.59
15 N C L Industries Ltd. 12.71 17.00 133.77 45.98 2.11
16 O C L India Ltd. 61.47 45.95 74.75 118.54 13.70
17 Prism Cement Ltd. 13.78 6.98 50.64 25.87 5.99
18 Shree Digvijay Cement Co. Ltd. 19.33 35.01 181.13 89.84 1.95
19 Ultratech Cement Ltd. 75.74 25.96 34.28 104.49 41.83
20 Industry average 93.25 78.61 84.30 202.74 20.00
         (Source: PROWESS, CMIE Database) 
India Cements Ltd has cash level in very narrow range of 2.92 to 425.64 crores during six years. 
Its mean cash balance in 169.62 crores with 105.65% of coefficient of variation. Thus, it has 
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consistency in cash level compare to other companies K Lakshmi Cement Ltd. has mean cash 
balance of 145.04 crores with coefficient of variation of 108.92%. It has upward trend in the 
investment of cash. In 2003-04, it has 10.63 crores of cash level which declines to 2.85 crores in 
2008-09. K C P Ltd. has also ups and downs in cash balance during the study period. Its cash 
balance varies from 6.22 crores to 44.08 crores during the six years. Its mean cash balance is 
26.88 crores with 91.50% of coefficient of variations.  
Table 8.3 
Trends in Investment in Cash 
Sr. No. Name of the Company 2003-04 2004-05 2005-06 2006-07 2007-08 2008-09
1 A C C Ltd. 100 88.23 158.21 954.55 1144 1514.91
2 Ambuja Cements Ltd. 100 222.90 280.27 1224.72 2081 2752.93
3 Andhra Cements Ltd. 100 71.79 0.00 134.98 359 192.86
4 Binani Cement Ltd. 100 100.00 1165.19 540.82 1088 988.89
5 Birla Corporation Ltd. 100 65.00 132.45 76.92 70 696.56
6 Century Textiles & Inds. Ltd. 100 82.88 102.21 371.19 127 177.33
7 Dalmia Cement (Bharat) Ltd. 100 81.78 211.26 372.24 312 196.31
8 Gujarat Sidhee Cement Ltd. 100 134.68 63.09 332.33 0 43.18
9 Heidelberg Cement India Ltd. 100 62.47 86.57 1391.90 3854 7202.56
10 India Cements Ltd. 100 78.28 1169.44 6171.31 11411 8354.69
11 J K Lakshmi Cement Ltd. 100 212.23 113.83 1417.50 3270 3073.10
12 K C P Ltd. 100 103.05 274.44 361.74 614 1139.23
13 Madras Cements Ltd. 100 82.89 94.14 108.00 44 73.69
14 Mangalam Cement Ltd. 100 150.08 101.67 381.64 220 668.89
15 N C L Industries Ltd. 100 113.27 276.30 218.48 2179 727.49
16 O C L India Ltd. 100 107.96 250.36 662.99 705 865.26
17 Prism Cement Ltd. 100 224.87 156.93 282.30 184 431.89
18 Shree Digvijay Cement Co. Ltd. 100 65.66 80.13 73.74 561 3024.92
19 Ultratech Cement Ltd. 100 134.50 147.26 214.18 241 249.80
20 Industry average 100 108.12 194.60 556.56 824 1013.74
        (Source: PROWESS, CMIE Database) 
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N C L Industries Ltd. has mean cash balance of 12.71 crores, which is next to the Gujarat Sidhee 
Cement Ltd in the investment of cash. Its cash balance ranges from 2.11 crores to 45.98 crores 
during the study period stating the upward trend. Its coefficient of variation is 133.77%.O C L 
India Ltd. has mean cash balance of 61.47 crores with 74.75% of c.v. Its cash level ranges from 
13.70 crores to 118.54 crores over a period of six years. Prism Cement Ltd shows consistency in 
the level of cash as its coefficient of variation is only 50.64%, which is least among all the 
companies under study. Its mean cash level is of 13.78 crores. Shree Digvijay Cement Co. Ltd 
has the highest level of cash among all the companies. Its mean value of cash balance is 19.33 
crores with 181.13% of c.v. In the year 2003-04, Shree Digvijay Cement Co. Ltd had cash of 
19.33 crores, which gradually increased and come down to 3024.92 cores in 2008-09. Ultratech 
Cement Ltd. has very low level of cash. Its mean cash level is 75.74 crores with 34.28% and 
showing upward trend in the level of cash.  
 
8.3      Investment in Marketable Securities 
By observing table 8.2.1 to 8.2.5, we can say that out of 19 companies, seven companies have 
not invested significant amount in marketable securities. Major companies who have invested 
their excess cash in marketable securities are A C C Ltd, Birla Corporation Ltd, and Century 
Textiles & Inds. Ltd; Century Textiles & Inds. Ltd; Dalmia Bharat Sugar & Inds. Ltd, 
Heidelberg Cement India Ltd,  J K Lakshmi Cement Ltd, and Madras Cements Ltd.  
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Table 8.4 
Investment in Marketable Securities 
(Rs. In Crores) 
Sr. No. Name of the Company 2003-04 2004-05 2005-06 2006-07 2007-08 2008-09
1 A C C Ltd. 67.14 18.14 250.53 462.08 769.10 477.70
2 Ambuja cement ltd. 0.00 0.00 0.00 0.00 0.00 0.00
3 Andhra Cements Ltd. 0.00 0.00 0.00 0.00 0.00 0.00
4 Binani Cement Ltd. 0.00 0.00 0.00 0.00 0.00 0.00
5 Birla Corporation Ltd. 94.73 106.83 172.03 416.71 625.03 543.10
6 Century Textiles & Inds. Ltd. 64.98 15.24 15.24 15.24 27.00 45.84
7 Dalmia Bharat Sugar & Inds. Ltd. 130.37 69.01 156.36 360.94 398.54 423.46
8 Gujarat Sidhee Cement Ltd. 0.00 0.00 0.00 0.00 0.00 0.00
9 Heidelberg Cement India Ltd. 39.31 39.46 4.84 0.12 0.12 0.12
10 India Cements Ltd. 7.15 6.12 6.14 6.12 6.12 4.00
11 J K Lakshmi Cement Ltd. 92.41 90.33 0.11 58.11 7.11 82.94
12 K C P Ltd. 0.65 0.68 0.68 0.70 0.71 0.17
13 Madras Cements Ltd. 44.54 57.81 66.71 66.73 66.75 66.78
14 Mangalam Cement Ltd. 0.12 0.71 1.10 1.10 6.10 8.20
15 N C L Industries Ltd. 0.00 0.00 0.00 0.00 0.00 0.00
16 O C L India Ltd. 0.05 0.04 0.04 0.04 0.04 0.23
17 Prism Cement Ltd. 0.00 0.00 0.00 0.00 141.87 55.80
18 Shree Digvijay Cement Co. Ltd. 0.01 0.01 0.01 0.01 0.01 17.88
19 Ultratech Cement Ltd. 0.00 0.00 148.15 459.21 126.66 989.49
20 Industrial average 41.46 41.15 0.00 39.13 0.00 0.00
(Source: PROWESS, CMIE Database) 
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A C C Ltd. Shows upward trend in the investment of marketable securities. In 2003-04, it had 
invested 67.14 crores in marketable securities which have increased to 477.7 crores in 2008-09.  
 
Birla Corporation Ltd has invested on an average 326.4% of its cash balance in marketable 
securities. In 2003-04, it had invested more than its cash balance of that year. In 2008-09, its 
investment in marketable securities is 543.1 of its cash balance.  
 
Century Textiles & Inds. Ltd. has upward trend in the investment of marketable securities. It had 
invested 45.84 times in 2008-09 compare to 2003-04. In 2003-04 its investment in marketable 
securities was 64.98 crore which wentdown to 15.24 crore in 2005-06.Dalmia Bharat Sugar & 
Inds. Ltd also has upward trend in the investment of marketable securities. It had mean 
investment of 256.4 crore with 60.42% of coefficient of variations. In 2004-05, it had lowest 
investment of 69.0 crore in marketable securities. It has on an average 256.4% of its cash balance 
as marketable securities. In the year 2008-09, it has invested 423.46% of its cash balance in 
marketable securities.Heidelberg Cement India Ltd has an downward trend in marketable 
securities investment. In 2003-04, it had invested 39.31 crore in marketable securities which 
reached to 0.12 crores in 2008-09. Heidelberg Cement India Ltd has unbelievable figure of 
marketable securities as a % of cash balance. It had invested approximately 838.17% of its cash 
balance in marketable securities. In 2004-05, it has invested 1346.76% of its cash balance in 
marketable securities. Grasim’s mean investment in marketable securities is 384.07 crores with 
149.36% of coefficient of variations. India Cements Ltd has also rising trend in investment of 
marketable securities. Its mean investment in marketable securities is 5.9 crore with 17.43% of 
coefficient of variation. In 2003-04, it had 7.15 crore of marketable securities which gradually 
decreased to 4.00 crore in 2008-09.J K Lakshmi Cement Ltd has on an average 55.2 % of its 
cash balance as investment in marketable securities. In the year 2003-04, its investment in 
marketable securities was 869.33% of its cash balance, which decreased 25.39% in 2008-09.  
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Table 8.5 
Descriptive Statistics for Investment in Marketable Securities 
Sr. No. Name of the Company Mean S. D. C.V. Max. Min.
1 A C C Ltd. 340.8 284.3 83.42 769.1 18.1
2 Ambuja cement ltd. 0.0 0.0 0.00 0.0 0.0
3 Andhra Cements Ltd. 0.0 0.0 0.00 0.0 0.0
4 Binani Cement Ltd. 0.0 0.0 0.00 0.0 0.0
5 Birla Corporation Ltd. 326.4 232.4 71.19 625.0 94.7
6 Century Textiles & Inds. Ltd. 30.6 20.7 67.55 65.0 15.2
7 Dalmia Bharat Sugar & Inds. Ltd. 256.4 155.0 60.42 423.5 69.0
8 Gujarat Sidhee Cement Ltd. 0.0 0.0 0.00 0.0 0.0
9 Heidelberg Cement India Ltd. 14.0 19.8 141.13 39.5 0.1
10 India Cements Ltd. 5.9 1.0 17.43 7.2 4.0
11 J K Lakshmi Cement Ltd. 55.2 41.8 75.80 92.4 0.1
12 K C P Ltd. 0.6 0.2 35.24 0.7 0.2
13 Madras Cements Ltd. 61.6 9.1 14.73 66.8 44.5
14 Mangalam Cement Ltd. 2.9 3.4 117.24 8.2 0.1
15 N C L Industries Ltd. 0.0 0.0 0.00 0.0 0.0
16 O C L India Ltd. 0.1 0.1 104.80 0.2 0.0
17 Prism Cement Ltd. 32.9 57.8 175.57 141.9 0.0
18 Shree Digvijay Cement Co. Ltd. 3.0 7.3 244.13 17.9 0.0
19 Ultratech Cement Ltd. 287.3 382.9 133.28 989.5 0.0
 20 Cement Industry Aggregates 74.6 64.0 70.63 170.9 13.0
 (Source: PROWESS, CMIE Database) 
K C P Ltd has downward trend in the investment of marketable securities. In the year 2003-04, it 
had 0.65 crore of investment in marketable securities, which drastically decline to 0.17 crore in 
2008-09. Its mean investment in marketable securities as a percentage of cash balance was 
5.04% with 87.93% of coefficient of variation. During 2003-04 to 2008-09 only it has more than 
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100% of marketable securities to cash ratio except 2008-09. Madras Cements Ltd has upward 
trend investment of marketable securities ranging from 44.5 crore to 66.8 crore with mean value 
of 61.6 crore and coefficient of variation of 14.73%. During 2003-04 to 2008-09, it has around 
100 crore of investment in marketable securities in all year of study period. 
Table 8.6 
Trends in Marketable Securities 
Sr. No. Name of the Company 2003-04 2004-05 2005-06 2006-07 2007-08 2008-09
1 A C C Ltd. 100 27 1381 184 166 62
2 Ambuja cement ltd. 100 00 00 00 00 00
3 Andhra Cements Ltd. 100 00 00 00 00 00
4 Binani Cement Ltd. 100 00 00 00 00 00
5 Birla Corporation Ltd. 100 113 161 242 150 87
6 Century Textiles & Inds. Ltd. 100 23 100 100 177 170
7 Dalmia Bharat Sugar & Inds. Ltd. 100 53 227 231 110 106
8 Gujarat Sidhee Cement Ltd. 100 00 00 00 00 00
9 Heidelberg Cement India Ltd. 100 100 12 02 100 100
10 India Cements Ltd. 100 86 100 100 100 65
11 J K Lakshmi Cement Ltd. 100 98 00 52827 12 1167
12 K C P Ltd. 100 105 100 103 101 24
13 Madras Cements Ltd. 100 130 115 100 100 100
14 Mangalam Cement Ltd. 100 592 155 100 555 134
15 N C L Industries Ltd. 100 00 00 00 00 00
16 O C L India Ltd. 100 80 100 100 100 575
17 Prism Cement Ltd. 100 00 00 00 00 00
18 Shree Digvijay Cement Co. Ltd. 100 100 100 100 100 178800
19 Ultratech Cement Ltd. 100 00 00 310 28 781
20 Industry average 100 71 215 213 124 118
(Source: PROWESS, CMIE Database) 
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Mangalam Cement Ltd. has also a steep downward trend in marketable securities. In 2003-04, it 
has very less investment in marketable securities. Its mean investment in marketable securities is 
just only 2.9 crore. O C L India Ltd has downward trend during the years of study. It has 
marketable securities investment of around 1.00 crores, then after it increased marginally in 
subsequent two years but in the year 2003-04, it has reached to the level of 0.05. In the year 
2003-04, it has invested 0.36% of cash balance in marketable securities which rise to 0.19% in 
2008-09.Prism Cement Ltd has also upward trend in investment of marketable securities in the 
last two years of the study period. Its mean investment in marketable securities is 32.9 crore with 
175.57% of coefficient of variations. Its marketable securities as a percentage of cash balance are 
on an average 250.12%. During the year 2003-04 to 2004-05, it had more than 00% of its cash 
balance as marketable securities. Shree Digvijay Cement Co. Ltd has increased it marketable 
securities investment during the study period. In 2003-04, it had 0.01 crore of marketable 
securities which gradually declines to 0.01 crore in 2006-07and after that it increased to 17.88. 
Its investment in marketable securities is 0.34% of its cash balance in 2003-04 which increase 
marginally to 19.90% in 2008-09.Ultratech Cement Ltd has upward and fluctuated trend in 
marketable securities investment. Its mean investment in marketable securities is 287.3 crore 
with 133.28% of coefficient variations. In 2005-06, its marketable securities investment was 
240.50 crore, which increased to 946.97 crores in 2008-09.  
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Table 8.7 
Marketable Investment as a % of cash 
 
Sr. No. Name of the Company 2003-04 2004-05 2005-06 2006-07 2007-08 2008-09
1 A C C Ltd. 103.34 31.65 243.73 74.51 103.45 48.53
2 Ambuja Cements Ltd. 0.00 0.00 0.00 0.00 0.00 0.00
3 Andhra Cements Ltd. 0.00 0.00 N.A. 0.00 0.00 0.00
4 Binani Cement Ltd. 0.00 0.00 0.00 0.00 0.00 0.00
5 Birla Corporation Ltd. 211.83 367.49 290.44 1211.37 1993.72 174.35
6 Century Textiles & Inds. Ltd. 173.33 49.05 39.77 10.95 56.93 68.95
7 Dalmia Cement (Bharat) Ltd. 467.61 302.68 265.47 347.79 457.83 773.73
8 Gujarat Sidhee Cement Ltd. 0.00 0.00 0.00 0.00 N.A. 0.00
9 Heidelberg Cement India Ltd. 838.17 1346.76 119.21 0.18 0.07 0.04
10 India Cements Ltd. 191.69 209.59 14.08 2.66 1.44 1.28
11 J K Lakshmi Cement Ltd. 869.33 400.40 0.91 38.57 2.05 25.39
12 K C P Ltd. 10.45 10.61 3.98 3.11 1.86 0.24
13 Madras Cements Ltd. 85.03 133.14 135.29 117.96 290.85 173.01
14 Mangalam Cement Ltd. 1.82 7.18 16.42 4.37 42.04 18.60
15 N C L Industries Ltd. 0.00 0.00 0.00 0.00 0.00 0.00
16 O C L India Ltd. 0.36 0.27 0.12 0.04 0.04 0.19
17 Prism Cement Ltd. 0.00 0.00 0.00 0.00 1285.05 215.69
18 Shree Digvijay Cement Co. Ltd. 0.34 0.51 0.42 0.46 0.06 19.90
19 Ultratech Cement Ltd. 0.00 0.00 240.50 512.57 125.79 946.97
20 Industry average 150.41 98.43 117.33 87.34 73.29 70.50
(Source: PROWESS, CMIE Database) 
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Chart No. 8.2 
Marketable Investment as a % of cash 
 
 
 
 
A C C Ltd. has on an average 100.87% of its cash balance as investment in marketable securities. 
Birla Corporation Ltd has drastically reached its marketable securities investment. It has mere 
0.20 crore of investment in marketable securities which is negligible in comparison with other 
companies. Dalmia Cement (Bharat) Ltd has also shown investment in marketable securities for 
more than 400 crores in 2003-04.  
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Table 8.8 
Descriptive statistics for 
Marketable Investment as a % of cash 
Sr. No. Name of the Company Mean S. D. C.V. Max. Min. 
1 A C C Ltd. 100.87 75.69 75.04 243.73 31.65
2 Ambuja Cements Ltd. 0.00 0.00 0.00 0.00 0.00
3 Andhra Cements Ltd. 0.00 0.00 0.00 0.00 0.00
4 Binani Cement Ltd. 0.00 0.00 0.00 0.00 0.00
5 Birla Corporation Ltd. 708.20 738.61 104.29 1993.72 174.35
6 Century Textiles & Inds. Ltd. 66.50 55.88 84.04 173.33 10.95
7 Dalmia Cement (Bharat) Ltd. 435.85 184.48 42.33 773.73 265.47
8 Gujarat Sidhee Cement Ltd. 0.00 0.00 0.00 0.00 0.00
9 Heidelberg Cement India Ltd. 384.07 573.66 149.36 1346.76 0.04
10 India Cements Ltd. 70.12 101.37 144.56 209.59 1.28
11 J K Lakshmi Cement Ltd. 222.77 352.26 158.12 869.33 0.91
12 K C P Ltd. 5.04 4.43 87.93 10.61 0.24
13 Madras Cements Ltd. 155.88 71.98 46.18 290.85 85.03
14 Mangalam Cement Ltd. 15.07 14.79 98.13 42.04 1.82
15 N C L Industries Ltd. 0.00 0.00 0.00 0.00 0.00
16 O C L India Ltd. 0.17 0.13 75.36 0.36 0.04
17 Prism Cement Ltd. 250.12 514.30 205.62 1285.05 0.00
18 Shree Digvijay Cement Co. Ltd. 3.61 7.98 220.78 19.90 0.06
19 Ultratech Cement Ltd. 304.31 368.11 120.97 946.97 0.00
20 Industrial average 99.55 30.29 30.43 150.41 70.50
(Source: PROWESS, CMIE Database) 
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8.4     Circulation of Cash 
Cash Turnover Ratio shows the number of times the average cash balance of company’s turned 
over during the year. The higher the turn over, the less cash balance required for any given level 
of sales and other thing being equal, implies greater efficiency. While a low turnover ratio 
suggest that a large cash balance is required for a given volume of sales. It should be kept in 
mind that neither a too large nor a small cash turnover situation is desirable for any company. 
However the industry average may serve as a useful guide in this direction.  
Cement industry aggregate figure shows 28.95 times of cash turnover ratio on an average during 
the study period. During 2003-04 to 2008-09, it fluctuates in the range of 12.08 times to 50.16 
times. Out of 19 companies, 5 companies mean cash turnover ratio is near to industry aggregate 
of 28.95 times.  
A C C Ltd. has a mean cash turnover ratio of 34.18 times with 87.79% of coefficient of variation. 
Cash turnover ratio of this company shows downward trend up to 2008-09. In 2003-04, it has 
60.03 times of cash turnover ratio which decrease gradually and in 2006-07 it reached to the 
level of 10.43 times but in 2008-09 due to sharp rise in cash balance, the said ratio declines to 
8.41 times. In 2004-05, its sales have grown up. 
Ambuja Cements Ltd. has mean cash turnover ratio of 28.48 times with 75.18% of coefficient of 
variation. This company has also downward trend in cash turnover ratio. In the year 2003-04, its 
cash turnover ratio was 65.60 times which decreased over a period of time and it reached to the 
level of 8.34 times at the end of study period. The declining trend in cash balance and rising level 
of sales have resulted in upward trend in cash turnover ratio of Ambuja Cements Ltd.  
Andhra Cement Ltd. has cash turnover ratio range from 18.17 to 46.45times during the study 
period. Its mean cash turnover ratio is 29.38 times with 52.20 of standard deviation. In 2008-09 it 
had highest level of cash turnover ratio of 43.65 times as its sales have grown up in that year 
while its cash balance was at minimum level of 18.17 crore.  
Binani Cement Ltd has mean cash turnover ratio of 27.71 times with 82.21 of coefficient of 
variation showing upward trend. In 2003-04, its sales has grown up and its cash balance was just 
of 27.87 crore, resulted in highest cash turnover ratio of 60.11 times.  
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Table 8.9 
Cash turnover Ratio 
Sr. No. Name of the Company 2003-04 2004-05 2005-06 2006-07 2007-08 2008-09
1 A C C Ltd. 60.03 79.38 36.22 10.43 10.58 8.41
2 Ambuja Cements Ltd. 65.60 33.44 34.97 18.56 9.95 8.34
3 Andhra Cements Ltd. 26.59 46.45 N.A. 18.17 29.17 43.65
4 Binani Cement Ltd. 52.57 60.11 5.70 16.37 11.94 19.59
5 Birla Corporation Ltd. 27.87 46.22 24.04 51.94 63.53 6.54
6 Century Textiles & Inds. Ltd. 68.59 91.67 79.12 25.77 83.55 65.52
7 Dalmia Cement (Bharat) Ltd. 15.11 22.03 10.82 10.63 19.26 35.54
8 Gujarat Sidhee Cement Ltd. 18.37 16.61 55.78 14.75 N.A. 166.73
9 Heidelberg Cement India Ltd. 91.83 171.83 127.63 7.38 3.94 2.64
10 India Cements Ltd. 331.01 474.52 41.94 11.35 8.39 12.33
11 J K Lakshmi Cement Ltd. 65.58 26.29 57.87 6.44 3.71 4.30
12 K C P Ltd. 22.62 25.48 9.70 13.04 10.63 5.63
13 Madras Cements Ltd. 16.14 20.39 24.15 31.86 102.15 75.54
14 Mangalam Cement Ltd. 39.54 33.56 54.62 10.36 43.10 15.85
15 N C L Industries Ltd. 33.81 38.59 22.63 39.09 5.30 24.25
16 O C L India Ltd. 32.79 38.27 20.22 9.91 9.10 10.65
17 Prism Cement Ltd. 66.29 34.48 56.49 40.17 80.16 28.71
18 Shree Digvijay Cement Co. Ltd. 56.58 54.81 105.03 135.27 17.39 3.81
19 Ultratech Cement Ltd. 64.38 54.35 61.45 61.21 62.43 68.53
20 Industry average 48.23 50.16 32.70 16.68 13.86 12.08
(Source: PROWESS, CMIE Database) 
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Chart 8.3 
Cash turnover Ratio 
 
 
 
Birla Corporation Ltd. has mean cash turnover ratio of 36.69 times which is close to industry 
aggregate. Century textiles & Inds Ltd has higher than industry average for this ratio. Century 
Textiles & Inds Ltd. has also shown downward trend in cash turnover ratio except in the year 
2007-08.In the said year, it has 69.04 times of cash turnover ratio which is very high to its 
average ratio of 41.62 times. This is because of more growth in its sales and on the contrary its 
cash balance was as its peak level of 91.67 crore in the said year.  
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Table 8.10 
Descriptive statistics for Cash turnover ratio 
Sr. No. Name of the Company Mean S. D. C.V. Max. Min. 
1 A C C Ltd. 34.18 30.00 87.79 79.38 8.41
2 Ambuja Cements Ltd. 28.48 21.41 75.18 65.60 8.34
3 Andhra Cements Ltd. 32.81 17.13 52.20 46.45 18.17
4 Binani Cement Ltd. 27.71 22.78 82.21 60.11 5.70
5 Birla Corporation Ltd. 36.69 20.93 57.05 63.53 6.54
6 Century Textiles & Inds. Ltd. 69.04 23.27 33.71 91.67 25.77
7 Dalmia Cement (Bharat) Ltd. 18.90 9.33 49.36 35.54 10.63
8 Gujarat Sidhee Cement Ltd. 54.45 62.27 114.37 166.73 14.75
9 Heidelberg Cement India Ltd. 67.54 73.42 108.70 171.83 2.64
10 India Cements Ltd. 146.59 203.92 139.11 474.52 8.39
11 J K Lakshmi Cement Ltd. 27.37 28.01 102.34 65.58 3.71
12 K C P Ltd. 14.52 7.81 53.82 25.48 5.63
13 Madras Cements Ltd. 45.04 35.34 78.47 102.15 16.14
14 Mangalam Cement Ltd. 32.84 16.85 51.30 54.62 10.36
15 N C L Industries Ltd. 27.28 12.84 47.06 39.09 5.30
16 O C L India Ltd. 20.16 12.69 62.96 38.27 9.10
17 Prism Cement Ltd. 51.05 20.00 39.19 80.16 28.71
18 Shree Digvijay Cement Co. Ltd. 62.15 50.35 81.02 135.27 3.81
19 Ultratech Cement Ltd. 62.06 4.64 7.48 68.53 54.35
20 Industry average 28.95 17.31 59.79 50.16 12.08
 (Source: PROWESS, CMIE Database) 
Dalmia Cement (Bharat) Ltd. is very poor as its mean cash turnover ratio is 18.90 times. It has 
declining trend in its sales position and due to that it was not in a position to utilize its cash with 
efficiency. Its cash turnover ratio shows downward trend over a period of six years. In 2003-04, 
its cash turnover ratio was 15.11 times which increased to 35.54 times in the year 2008-
09.Gujarat Sidhee Cement Ltd has very high cash turnover ratio compare to industry aggregate. 
Its mean cash turnover ratio is 54.45 times with 114.37% of coefficient of variation. Gujarat 
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Sidhee Cement Ltd has shown downward trend in cash turnover ratio. In 2003-04, its cash 
turnover ratio was 18.37 times which declined and come down to 166.73 times in 2008-09 which 
is near to industry average. Heidelberg Cement India Ltd. cash turnover ratio is little more than 
industry average. Its mean cash turnover ratio is 67.54 times but it has strong up trend except 
2008-09 in the use of cash efficiently. In 2003-04, its cash turnover ratio was just 91.83 times, 
the reason being high level of cash balance and just of growth in sales. As its sales has started 
rising and it has also reported 171.83% hike in sales 2004-05 resulted in 2.64 times of cash 
turnover ratio in 2008-09.India Cements Ltd. has downward trend in cash turnover ratio. Its cash 
turnover ratio was 331.01 times in 2003-04 which declines to 12.33 times in 2008-09. Its mean 
cash turnover ratio is 146.59 times which is almost thrice of industry average.J K Lakshmi 
Cement Ltd has mean cash turnover ratio near to industry average. Its mean cash turnover ratio is 
27.37 times with 102.34% of coefficient of variation. The only reason is that it has drastically 
reduced its cash balance over a period of six years. Though its sales do not show significance 
increase but reduction in cash in hand resulted in to very high cash turnover ratio. K C P Ltd. has 
cash turnover ratio which is very less than the industry average. Its mean cash turnover ratio is 
14.52 times but it has downward trend in the said ratio. Reduction in sales has affected on its 
cash turnover ratio. In the year 2003-04, the said ratio was 22.62 times which reduced to 5.63 
times in 2008-09.  
Madras Cements Ltd. has also downward trend in cash turnover ratio. Its cash turnover ratio is 
very high compare to industry average. The mean ratio is of 45.04 times with 78.47% of 
coefficient of variation. Madras Cements Ltd. has similar position in the said ratio. Its mean cash 
turnover ratio is just 45.04 times. Mangalam Cement Ltd. has very good level of cash on hand 
which is the main reason for lower cash turnover ratio.N C L Industries Ltd has cash turnover 
ratio near to industry average. The mean value of the said ratio is 27.28 times with 47.06% of 
coefficient of variation. Its cash turnover ratio does not reveal specific trend as it is very volatile 
during the study period. O C L India Ltd. has cash turnover ratio just 20.16 times which is near 
to industry average in its first year of operation but then it started improving and reached to 9.10 
times near to industry average. Prism Cement Ltd has up trend in cash turnover ratio up to 2007-
08 but in subsequent year fall in cash balance and moderate growth in sales has resulted in down 
trend in cash turnover ratio. Its mean cash turnover ratio is 51.05 times with 39.19% of 
coefficient of variation. 
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Shree Digvijay Cement Co. Ltd Shree Digvijay Cement Co. Ltd has very good cash turnover 
ratio as its mean value is 62.15 times only. The said ratio shows the improving trend. In the year 
2003-04, its cash turnover ratio was just 56.58 times which increased to 3.81 times in 2008-
09.Ultratech Cement Ltd. has mean cash turnover ratio of 62.06 times with 7.48% of coefficient 
of variation. In the year 2003-04, it has 62.06% times of cash turnover ratio as its sales have 
grown up in the said year.  
Table 8.11 
Cash to Current Assets (%) 
Sr. No. Name of the Company 2003-04 2004-05 2005-06 2006-07 2007-08 2008-09
1 A C C Ltd. 6.97 5.17 8.33 33.26 33.99 37.29
2 Ambuja cement ltd. 7.45 14.74 15.05 34.26 40.57 36.78
3 Andhra Cements Ltd. 13.88 9.29 N.A. 14.65 7.71 6.01
4 Binani Cement Ltd. 15.55 16.78 67.82 28.55 22.76 21.88
5 Birla Corporation Ltd. 20.25 10.94 19.51 7.07 7.90 46.33
6 Century Textiles & Inds. Ltd. 4.37 3.71 3.95 12.25 3.70 4.17
7 Dalmia Bharat Sugar & Inds. Ltd. 10.45 6.50 15.76 17.39 10.99 5.62
8 Gujarat Sidhee Cement Ltd. 13.50 18.70 9.58 31.17 N.A. 5.10
9 Heidelberg Cement India Ltd. 4.39 2.51 3.42 35.41 55.15 64.32
10 India Cements Ltd. 0.60 0.50 6.00 23.46 31.62 23.90
11 J K Lakshmi Cement Ltd. 10.20 21.34 9.03 53.84 68.61 62.10
12 K C P Ltd. 9.09 7.90 15.98 15.88 19.30 24.31
13 Madras Cements Ltd. 21.81 13.99 15.08 9.20 2.95 4.26
14 Mangalam Cement Ltd. 13.82 22.53 11.19 22.94 7.97 21.26
15 N C L Industries Ltd. 5.28 5.67 9.49 5.55 33.48 11.00
16 O C L India Ltd. 6.11 5.79 11.26 22.65 23.16 24.20
17 Prism Cement Ltd. 6.79 14.15 8.28 13.80 7.76 16.33
18 Shree Digvijay Cement Co. Ltd. 5.78 2.93 4.71 2.62 21.93 56.99
19 Ultratech Cement Ltd. 7.60 8.59 8.00 9.35 7.73 7.73
20 Industry average 7.60 7.41 10.88 22.36 24.07 25.86
(Source: PROWESS, CMIE Database) 
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Chart No. 8.4 
Cash to Current Assets (%) 
 
 
Cash to current assets ratio shows the proportion of cash investment in the total current assets of 
the company. Cement Industry on aggregate basis has 16.36% of its total current assets as cash 
investment with 52.75% of coefficient of variation. It ranges from 7.41% to 25.86% over a 
period of six years. Out of 19 companies 11 companies has cash to current assets ratio which is 
less than industry average.6 companies mean cash to current assets ratio is in the interval of 10% 
to 15% which is near to industry average.While companies like A C C Ltd, Ambala Cements 
Ltd, Binani Cement Ltd. Birla Corporation Ltd. Gujarat Sidhee Cement Ltd, Heidelberg Cement 
India Ltd, J K Lakshmi Cement Ltd., J K Lakshmi Cement Ltd., O C L India Ltd., and Shree 
Digvijay Cement Co. Ltd have more than 15% of cash to current assets ratio.  
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Table 8.12 
Descriptive statistics for Cash to Current Assets 
 
Sr. No. Name of the Company Mean S. D. C.V. Max. Min. 
1 A C C Ltd. 20.84 15.44 74.11 37.29 5.17
2 Ambuja cement ltd. 24.81 13.99 56.41 40.57 7.45
3 Andhra Cements Ltd. 10.31 5.41 52.50 14.65 6.01
4 Binani Cement Ltd. 28.89 19.63 67.95 67.82 15.55
5 Birla Corporation Ltd. 18.67 14.69 78.68 46.33 7.07
6 Century Textiles & Inds Ltd. 5.36 3.39 63.18 12.25 3.70
7 Dalmia Bharat Sugar & Inds. Ltd. 11.12 4.75 42.75 17.39 5.62
8 Gujarat Sidhee Cement Ltd. 15.61 11.01 70.53 31.17 5.10
9 Heidelberg Cement India Ltd. 27.53 28.00 101.71 64.32 2.51
10 India Cements Ltd. 14.35 13.59 94.71 31.62 0.50
11 J K Lakshmi Cement Ltd. 37.52 27.04 72.08 68.61 9.03
12 K C P Ltd. 15.41 6.19 40.15 24.31 7.90
13 Madras Cements Ltd. 11.21 7.15 63.77 21.81 2.95
14 Mangalam Cement Ltd. 16.62 6.46 38.86 22.94 7.97
15 N C L Industries Ltd. 11.75 10.91 92.87 33.48 5.28
16 O C L India Ltd. 15.53 8.79 56.59 24.20 5.79
17 Prism Cement Ltd. 11.18 4.04 36.11 16.33 6.79
18 Shree Digvijay Cement Co. Ltd. 15.83 21.43 135.41 56.99 2.62
19 Ultratech Cement Ltd. 8.17 0.68 8.32 9.35 7.60
20 Industry average 16.36 8.63 52.75 25.86 7.41
 (Source: PROWESS, CMIE Database) 
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A C C Ltd has very large mean cash to current assets ratio of 20.84% which is highest among all 
the companies. Its cash to current assets ratio is highly volatile during the study period as its 
coefficient of variation is 74.11% and standard deviation is of 15.44.On the other hand, Ambuja 
cement ltd. has volatile cash to current assets ratio. Its cash is only 24.81% of its current assets 
on an average and its volatility is also very high as its coefficient of variation is 56.41%.Andhra 
Cements Ltd has mean cash to current assets ratio of 10.31% with 52.50% of coefficient of 
variation. In the year 2003-04, it had 13.88% of cash to current assets ratio, which declines in 
subsequent two years. In 2008-09, it has lowest level of cash to current assets ratio of 
6.01%.Binani Cement Ltd. has cash to current assets ratio of 28.89% which is more than industry 
average. The trend of this ratio shows that company has continuously declined the proportion of 
cash which is highly liquid among all the current assets. In 2003-04, it had 28.89% of cash in 
total current assets which declines to 15.55% in 2008-09.Birla Corporation Ltd shows increasing 
proportion of cash in its total current assets. In 2003-04, it had 20.25% which rise to 21.88% in 
2008-09.Century Textiles & Inds Ltd has very low level of cash in its total current assets. Its 
mean cash to current assets ratio is just 5.36% with 63.18% of coefficient of variation. It has also 
downward trend in this ratio. Dalmia Bharat Sugar & Inds Ltd has also downward trend in its 
cash to current assets ratio except in the year 2004-05. In the said year, it had 6.50% of cash in 
its total assets. This is because in the said year the relative proportion of receivables has declined 
in the total current assets. Thus, Birla Corporation has maintained a mean cash proportion to 
current assets at the level of 11.12% with 42.75of coefficient of variation. Gujarat Sidhee 
Cement Ltd has mean cash to current assets ratio of 15.61% which is quite low than industry 
average and it’s also shows the downward trend. Heidelberg Cement India Ltd. has cash to 
current assets ratio in the interval of 2.51% to 64.32%. Its mean cash to current assets ratio is 
27.53% with 60.56% of coefficient of variation. It shows upward trend in this ratio as it has 
increased the cash on hand.  
India Cements Ltd has strong fluctuated trend in its cash to current assets ratio. In 2003-04, it 
had 14.35% of cash to current assets ratio which has declined gradually and reached to 0.50% in 
the year 2008-09 but it has maintained its mean cash to current assets ratio at 14.35% which is 
less than industry average. J K Lakshmi Cement Ltd has mean cash to current assets ratio of 
37.52% with 72.08% of coefficient of variation. Its cash to current assets ratio shows downward 
trend during the study period. From 37.52% in 2003-04, it reached to 9.03%in 2008-09.K C P 
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Ltd shows downward trend in cash to current assets ratio. It has mean cash to current assets ratio 
of 15.41% which is lower than industry average. In 2003-04, it had 15.41% of cash to current 
assets ratio which increased to 40.15% in 2005-06 but in 2008-09, it had declined to 
7.90%.Madras Cements Ltd. has mean cash to current assets ratio of 11.21% with 63.77% of 
coefficient of variation. It has downward trend in the proportion of cash in the total current 
assets. In 2003-04, it had 11.21% of cash to current assets ratio which increased to 2.95% in 
2008-09.Mangalam Cement Ltd has downward trend in the cash to current assets ratio. In 2003-
04, it had 16.62% of current assets as cash which declines to 7.97% in 2008-09 though it has 
maintained its mean cash to current assets ratio to 16.62% which is equal to industry average.N 
C L Industries Ltd. has a very low level of mean cash to current assets ratio of 11.75% with 
92.87% of coefficient of variation. The said ratio shows downward trend during the study period 
but in subsequent year it has reduced to 5.28%.O C L India Ltd has downward trend in cash to 
current assets ratio. It has reduced its cash proportion to half level in last year. In 2003-04, its 
cash was 15.53% of total current assets which reduced to 5.79% of its total current assets. Prism 
Cement Ltd. has very low level of cash in its total current assets. Its mean cash to current assets 
ratio is just 11.18%. The said ratio ranges from 6.79% to 16.33% over a period of study.Shree 
Digvijay Cement Co. Ltd. has also downward trend and volatile trend in the relative proportion 
of cash in total current assets. In 2003-04, its cash was 5.78% of its current assets which 
increases to 56.99% in 2008-09. Its mean cash to current assets ratio is 15.83% which is higher 
than industry average. Ultratech Cement Ltd has downward trend in cash to current assets ratio. 
In 2003-04, it had 7.60% of cash to current assets ratio which increased to 7.73% in 2008-09. Its 
mean cash to current assets ratio is 8.17% with 8.32% of coefficient of variation.  
 
8.5 Hypotheses Testing 
 
The followings hypotheses are tested with the help of ANOVA (Single factor) F test. Analysis of 
variance (ANOVA) enables us to test for the significance of the differences among more than 
two sample means. Using analysis of variance, we will be able to make inferences about whether 
our samples are drawn from populations having the same mean. 
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1. Null Hypothesis: Cash Turnover Ratio of cement companies does not differ 
significantly among the years. 
 
ANOVA: Single Factor 
SUMMARY 
Groups Count Sum Average Variance 
2003-04 19 1155.30 60.80526 4765.1000 
2004-05 19 1368.48 72.02526 10755.7700 
2005-06 19 828.38 43.59895 1138.5900 
2006-07 19 532.70 28.03684 922.7927 
2007-08 19 574.28 30.22526 1026.4220 
2008-09 19 606.56 31.92421 1603.6880 
 
   
 
ANOVA 
Source of Variation SS DF MS F P-value F crit 
Between Groups 31487.62 5 6297.524 1.869407 0.105626 2.298431
Within Groups 363822.6 108 3368.727       
Total 395310.2 113         
 
 
Above table state that the calculated value of F ratio (1.869407) is lower than the table value of F 
(2.298431) at 5% significance level; This lead to the acceptance of null hypothesis. I conclude 
that Cash turnover Ratio of cement companies does not differ significantly among the years. 
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2. Null Hypothesis: Cash turnover ratio does not differ significantly among the various 
cement companies over the years. 
ANOVA: Single Factor 
SUMMARY 
Sr. No. Groups Count Sum Average Variance 
1 A C C Ltd. 6 205.05 34.17500 900.10790
2 Ambuja Cements Ltd. 6 170.86 28.47667 458.40060
3 Andhra Cements Ltd. 6 164.03 27.33833 293.33680
4 Binani Cement Ltd. 6 166.28 27.71333 519.08850
5 Birla Corporation Ltd. 6 220.14 36.69000 438.12130
6 Century Textiles & Inds. Ltd. 6 414.22 69.03667 541.82980
7 Dalmia Cement (Bharat) Ltd. 6 113.39 18.89833 86.97190
8 Gujarat Sidhee Cement Ltd. 6 272.24 45.37333 3877.75500
9 Heidelberg Cement India Ltd. 6 405.25 67.54167 5390.68200
10 India Cements Ltd. 6 879.54 146.59000 41583.06000
11 J K Lakshmi Cement Ltd. 6 164.19 27.36500 784.30120
12 K C P Ltd. 6 87.10 14.51667 61.06371
13 Madras Cements Ltd. 6 270.23 45.03833 1248.94800
14 Mangalam Cement Ltd. 6 197.03 32.83833 283.81100
15 N C L Industries Ltd. 6 163.67 27.27833 164.79140
16 O C L India Ltd. 6 120.94 20.15667 161.06370
17 Prism Cement Ltd. 6 306.30 51.05000 400.25160
18 Shree Digvijay Cement Co. 
Ltd
6 372.89 62.14833 2535.42800
19 Ultratech Cement Ltd. 6 372.35 62.05833 21.58378
 (Source: PROWESS, CMIE Database) 
ANOVA 
Source of Variation SS DF MS F P-value F crit 
Between Groups 96557.2 18 5364.289 1.705782 0.051431 1.713439 
Within Groups 298753 95 3144.768    
Total 395310.2 113     
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Above table state that the calculated value of F ratio (1.705782) is lower than the table value of F 
(1.713439) at 5% significance level; This lead to the acceptance of null hypothesis. I conclude 
that Debtors turnover Ratio do not differs significantly among the various cement companies 
over the years. 
8.6     Cash Management Practices 
Efficiency of cash management in a business enterprise depends upon judicious planning and 
proper control of cash inflows and outflows. Planning and control of cash improves availability 
of cash and enables an organization to cut down the balances needed to sustain any given level of 
operations. In order to examine the effectiveness of planning and control functions relating to 
cash in the selected units, the following issues needed to be discussed. 
1. How does the company determine the cash balances to be maintained? 
2. What techniques are being employed to maximize the availability of cash and control of 
cash flows? 
3. How do the firms utilize the surplus cash? 
The motive of holding the cash in all the companies is transaction motive. No company has 
maintained cash for speculation motive. The cement manufacturing companies maintain the 
normal day’s cash as the cash level norms. They go for either minimum or optimum level of cash 
for the efficient management of cash. The preparation of cash budgets has been found to be the 
most popular mode of cash planning in all the cement manufacturing companies. These 
companies prepare annual cash budgets with quarterly break ups for this purpose. In addition to 
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this, the companies have practices of preparing monthly projected cash flow statements and such 
statements are expected to reach their respective head offices on or before the 10th day of each 
month. The primary objects for preparing projected cash flow statements are two fold. i) it helps 
in internal control over cash flows and ii) it gives holistic view of expected cash flow and 
comparison with previous month. Executives also reported that when they prepare these 
statements they are guided by certain factors such as their past experience, changing trends in 
sales, credit policies, and production policies. It has also been revealed by the executives that 
these statements help management to take a variety of decisions relating to fixation of priorities, 
giving remainders to debtors, making arrangement with banks and deciding about the utilization 
of surplus funds. In cement manufacturing companies to speed up collections, most of the 
companies have concentration banking arrangements while to control the cash outflow all the 
payments are done through their central offices. The surplus cash with a company at any time 
may be utilized either by investing it in some interest bearing marketable securities or in meeting 
the outstanding short term obligations. During the course of investigation, it has been found that 
out of nineteen sample companies, seven companies have not invested in marketable securities 
for the reason the financial executives take it as speculative activity. These companies normally 
utilize surplus cash for repaying their short term liabilities. Major companies who have invested 
their excess cash in marketable securities are A C C Ltd, Birla Corporation Ltd, Century Textiles 
& Inds Ltd, Dalmia Bharat Sugar & Inds Ltd, Heidelberg Cement India Ltd, J K Lakshmi 
Cement Ltd, Madras Cements Ltd. Prism Cement Ltd, and Ultratech Cement Ltd. These 
companies are investing their surplus funds in marketable securities with the criteria of liquidity 
and yield.  
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Chapter – 9 
Findings and Suggestions 
 
9.1   Findings of the Study 
9.2   Suggestions 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
  
  
325 
 
9.1    Findings of the Study 
Like a traveler, who after completing his long journey, reaches to destination and looks back at 
the area covered by him for identifying the important landmarks he came across. Review of the 
important aspects of the study and summing up of the key observations are presented in this 
chapter. Working capital is regarded as the life-line of every concern. Without adequate working 
capital no progress is possible. Inadequate working capital means shortage of raw materials and 
other inputs, resulting in under utilization of fixed assets and ultimately leading to failure of the 
business. On the other hand excess working capital might mean less control over worker’s 
performance, dumped stocks, inefficient store keeping, excessive debtors, surplus cash and lack 
of coordination. So, the amount of working capital in a business should be neither more nor less 
that what is required. Further, the profitability and liquidity of the companies are directly linked 
to the efficient management of working capital. The main objective of the working capital 
management is to arrange sufficient funds needed for it from the best available cost effective 
source, so that the proper trade off between liquidity and profitability is achieved. 
The main findings of the study are listed below: 
? It has been observed that there are two concepts of working capital prevailing in the 
industry; the study of current assets i.e. gross working capital and study of net working 
capital. Both are of immense importance. If we look at the magnitude or size of the 
working capital, the investment in current assets or gross working capital is ranging 
from Rs. 50 crores to Rs. 11000 crores during the study period depending on the scale 
of operation and diversity of their business. Century Textiles & Inds. Ltd.and India 
Cements Ltd are some of the companies having investment of more than 300 crore. 
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Similarly, A C C Ltd, Birla Corporation Ltd, Gujarat Sidhee Cement Ltd, Heidelberg 
Cement India Ltd., K C P Ltd, Mangalam Cement Ltd and Prism Cement Ltd. are the 
companies having investment of less than 100 crores. Rests of all companies are having 
current asset investment between 100 crores to 400 crores.  
? The mean net working capital of 1 companies are negative over a study period while 
mean net working capital of rests of 8 companies are positive showing higher current 
assets than current liabilities. A C C Ltd., Ambuja Cements Ltd, Birla, Century Textiles 
& Inds. Ltd, India Cements Ltd, Heidelberg Cement India Ltd, J K Lakshmi Cement 
Ltd, Madras and OCL are few companies showing positive mean net working capital 
while ACC, Ambuja group companies, Mehta group companies, CCI and Andhra 
Cement are few companies showing little mean working capital position. 
? Century Textiles & Inds. Ltd., India Cements Ltd and Ambuja Cements Ltd have 
shown mean current liabilities of more than 300 crores. Among them Century Textiles 
& Inds. Ltd current liabilities are ranging from 422.35 to 589.32 crores during study 
period with 12.61322% of coefficient of variation which is lower to industry average of 
13.88%.The compounded growth rate in current assets of cement industry on aggregate 
basis is near to 50.63% while in current liabilities it is 48.30% during study period. The 
resultant effect is the overall net working capital of industry has declining trend during 
study period. 
? The proportion of Current Assets in the total assets of the company shows the relative 
asset liquidity of company. Cement Industry has an average 33.55% investment in 
current assets and 65.45% investment in fixed assets. Few companies have very 
conservative policy and they have higher level of investment in current assets. Birla 
Corporation Ltd and Century Textiles & Inds. Ltd. Heidelberg Cement India Ltd and K 
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C P Ltd. are the companies having CA to FA ratio of more than 40% on an average 
during the study period. A C C Ltd. has current assets investment ranges from 27.22 to 
35.50% with mean investment of 31.17% with 13.00% of coefficient of variation. 
Gujarat Sidhee Cement Ltd has 43.88 to 55.67% of current assets investment with mean 
value of 51.83% with 9.28% of coefficient of variation. Thus they have less volatility in 
the proportion of current assets investment. These two companies are highly 
conservative in current assets policy. 
? Shree Digvijay Cement Co. Ltd and Heidelberg Cement India Ltd have current assets to 
fixed assets ratio of 45.94% to 45.09% which is more than industry aggregate but less 
than K C P Ltd. They are also considered to be conservative in current assets policy. 
These companies have enough liquidity to pay their obligations. They are more 
cautious towards their solvency rather than profitability. There are few companies like 
Ultratech Cement Ltd, India Cements Ltd, Ambuja Cements Ltd and Binani Cement 
Ltd. maintain their current assets around 20% in total assets. They are little aggressive 
in relative assets liquidity position. 
? Companies like Binani Cement Ltd, Ultratech Cement Ltd., India Cements Ltd, Madras 
Cements Ltd., and Prisam Cements are very aggressive. They have current assts 
proportion of around only 20% to 25% in the total assets. 
? The mean values of current ratio and quick ratio are not much high in the cement 
industry as its average current ratio is 1.28 and its average quick ratio is 0.54. Ranking 
of liquidity among the companies indicate that Birla Corporation Ltd, Heidelberg 
Cement India Ltd, and J K Lakshmi Cement Ltd are leading and they are at the top in 
terms of current and quick ratio. 
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? Andhra Cements Ltd, a public sector enterprise has shown very poor performance in 
working capital management in comparison to other private companies. It has very low 
level of current ratio and it also has declining trend. In 2003-04 its current ratio was 
0.26 that declines to 1.71 in 2008-09. Its quick ratio is negligible and that shows the 
high level of accumulation of inventories. Andhra Cements Ltd is very poor in 
managing their liquidity position. 
? The proportion of Current Assets in the total assets of the company shows the relative 
asset liquidity of company. Cement Industry has an average 25% investment in current 
assets and 75% investment in fixed assets. Few companies have very conservative 
policy and they have higher level of investment in current assets. the two like Gujarat 
Sidhee Cement Ltd. and K C P Ltd. companies having CA to TA ratio of more than 
50% on an average during the study period.  
? The overall cement industry aggregates shows 3.6 times of gross working capital 
turnover with 9.85% of coefficient of variation. Shree Digvijay Cement Co. Ltd, O C L 
India Ltd, K C P Ltd., Dalmia Cement (Bharat) Ltd, Andhra Cements Ltd., A C C Ltd, 
Madras Cements L and Dalmia Cement (Bharat) Ltd. has mean working capital 
turnover of less than industry average. While A C C Ltd. and Madras Cements Ltd.have 
working capital turnover near to industry average. 
? The highest mean working capital turnover ratio is reported by Binani Cement Ltd. Its 
mean working capital turnover ratio is 5.6 times that mean it has utilized its current 
assets very efficiently. Its coefficient of variation is 50.61which is very high as its 
working capital turnover ratio ranges from the lowest figure of 2.7times in the year 
2007-08 to highest figure of 10.1 times in the year 2004-05. The most consistent ratio 
and lowest coefficient of variation is reported by Century Textiles & Inds. Ltd. Its 
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coefficient of variation is only 7.04% and the working capital turnover ratio ranges 
from 2.7 times to 3.4 times during the study period.  
? The Inventory turnover ratio reflects the efficient inventory management. The overall 
industry aggregate figure shows the 9.86 times of inventory turnover ratio. Shree 
Digvijay Cement Co. Ltd, O C L India Ltd., N C L Industries Ltd., Dalmia Cement 
(Bharat) Ltd., Century Textiles & Inds. Ltd. and India Cements Ltd. have inventory 
turnover of less than industry average. Rests of 13 companies has outperformed 
industry and reported higher inventory turnover ratio. Companies like A C C Ltd, 
Ambuja Cements Ltd, Binani Cement Ltd. J K Lakshmi Cement Ltd. Mangalam 
Cement Ltd. Prism Cement Ltd. and Birla Corporation Ltd have reported inventory 
turnover of more than 10 times. 
? K C P Ltd., a public sector enterprise, has reported all time low inventory turnover of 
4.41 times in the year 2003-04. Even its mean inventory turnover is 5.27 times which 
0.very low compare to other companies. This company has very higher level of 
inventory and it is not utilizing its inventory to generate sales revenue in an efficient 
manner. On the contrary, J K Lakshmi Cement Ltd.a Company has highest mean 
inventory turnover ratio of 18.90 times. In the first operating year i.e. 2003-04 only, it 
has reported 10.67 times of very low inventory turnover after that it has reported 17.85 
to 20.18 times of said ratio in subsequent years.  
? Debtors’ turnover ratio refers to efficient management of receivables. Industry 
aggregate shows 10.98 times of debtors’ turnover. Out of 19 companies, 3 companies 
have less than 5 times of debtors’ turnover ratio. These companies are India Cements 
Ltd., N C L Industries Ltd., O C L India Ltd. Out of these three companies, N C L 
Industries Ltd. has lowest mean debtors’ turnover ratio of 4.52. Six companies named 
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A C C Ltd, Binani Cement Ltd, Gujarat Sidhee Cement Ltd, J K Lakshmi Cement Ltd 
Mangalam Cement Ltd., and Prism Cement Ltd.has shown very more than 10 times of 
debtors’ turnover ratio. Rests of 10 companies have their mean debtors’ turnover ratio 
between 5 to 10 times. 
? Cash turnover refers to effective and efficient utilization of cash in the revenue 
generation of company. Cement industry aggregate shows the average 60.81 times of 
cash turnover ratio. Out of 19 companies, 3 companies named Dalmia Cement (Bharat) 
Ltd, Gujarat Sidhee Cement Ltd and., Madras Cements Ltd, has reported cash turnover 
of less than 20 times that show the poor utilization of cash.4 companies named O C L 
India Ltd., N C L Industries Ltd., and Mangalam Cement Ltd., have cash turnover in 
the interval of 40 times to 50 times. Companies like A C C Ltd., Ambuja Cements Ltd 
Binani Cement Ltd, and Century Textiles & Inds. Ltd, Heidelberg Cement India Ltd., J 
K Lakshmi Cement Ltd, Prism Cement Ltd, Shree Digvijay Cement Co. Ltd, and 
Ultratech Cement Ltd have even more than 50 times of cash turnover ratio. They all 
have outperformed industry. Rests of 3 companies have the said ratio in the interval of 
10 times to 40 times. 
? Cement Industry aggregate figure shows that it has raw material holding period of 27 
days. Out of 19 sample companies, 5 companies have mean raw material holding period 
lower than industry figure while 6 companies named Century Textiles & Inds. Ltd 
Dalmia Cement (Bharat) Ltd, K C P Ltd. and O C L India Ltd has average Raw 
material holding period (RMHP) more than industry average.  
? Work-in-process holding period is on an average 8 days. N C L Industries Ltd., N C L 
Industries Ltd., Shree Digvijay Cement Co. Ltd and K C P Ltd have work-in-process 
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conversion period of more than 8 days. K C P Ltd has the highest level of WIPCP of 37 
days. 
? Finished Goods Holding Period (FGHP) is 11 days for the industry aggregates with 
45% of coefficient of variation. Dalmia Cement (Bharat) Ltd is not performing well as 
its FGHP is of 65 days and N C L Industries Ltd and Century Textiles & Inds. Ltd are 
next to Dalmia Cement (Bharat) Ltd with 28 days of FGHP. A C C Ltd., Ambuja 
Cements Ltd., Andhra Cements Ltd., Birla Corporation Ltd., Gujarat Sidhee Cement 
Ltd., Heidelberg Cement India Ltd., India Cements Ltd. J K Lakshmi Cement Ltd., 
Prism Cement Ltd., Shree Digvijay Cement Co. Ltd. and Ultratech Cement Ltd. is 
performing well as its FGHP is only 5 days.  
? Cement Industry aggregates shows an average 13 days of debtors’ collection period. K 
C P Ltd India has the highest debtors’ collection period of 33 days. Next to it, N C L 
Industries Ltd., O C L India Ltd., A C C Ltd., has DCP of around 15 days. On the other 
hand Birla Corporation Ltd. and Century Textiles & Inds. Ltd. has only 7 days of 
debtors’ collection period. 
? Total Gross Operating Cycle of Cement Industry average is 119 days. Dalmia Cement 
(Bharat) Ltd.is the only public sector company not capable of reducing its operating 
cycle. Dalmia Cement (Bharat) Ltd. has mean operating cycle of 206 days. Next to it K 
C P Ltd. has mean operating cycle of 200 days. Otherwise all the companies have mean 
operating cycle period near to 90 days of industry aggregate.  
? Creditors Deferral Period is 44 days for industry on average basis. Only Andhra cement 
is able to get mean creditors deferral period of 126 days which is very higher than 
industry average. Dalmia Cement (Bharat) Ltd.has 89 days, Shree Digvijay Cement Co. 
Ltd. has 65 days, N C L Industries Ltd and N C L Industries Ltd have 73 days and O C 
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L India Ltd has 72 days of creditors’ deferral period. Mangalam Cement Ltd has only 
17 days of creditors’ deferral period.  
? The Net Operating Cycle or Cash Cycle is 29 days on average basis for cement 
industry. Birla Corporation Ltd. has outperformed industry and achieved Net operating 
cycle of 4 days while O C L India Ltd. has 89 days of net operating cycle. 
? The mean value of Short term bank borrowings of Cement industry is 62.48 crores with 
17.88% of coefficient of variation during the study period. There are six companies like 
Century Textiles & Inds. Ltd, and India Cements Ltd, having more than 200 crores of 
short term bank borrowings. Seven companies named O C L India Ltd.., Binani Cement 
Ltd., Birla Corporation Ltd., Madras Cements Ltd., O C L India Ltd. and Ultratech 
Cement Ltd. have short term bank borrowings in the range of 50 crores to 200 crores. 
Andhra Cements Ltd., A C C Ltd., Heidelberg Cement India Ltd., and Dalmia Bharat 
Sugar & Inds. Ltd. and N C L Industries Ltd.has short term bank borrowings in the 
ranges of 20 crores to 40 crores. 
? Century Textiles & Inds. Ltd.has a maximum level of short term bank finance and its 
bank borrowings range from 464.09 crores to 168.39 crores during the study period. It 
has mean bank borrowings of 333.68 crores. 
? Cement Industry as an aggregate has bank borrowings equals 62.48% of its total current 
assets. Out of 19 companies, four companies has maintained mean bank borrowings of 
more than 62.48% of its current assets while rest of all companies has bank borrowings 
less than 62.48% of current assets. 
? Relative finance liquidity is measured by short term borrowings to total borrowings 
ratio. Cement Industry on aggregate basis has on an average 9.71% of short term 
borrowings in their total borrowings while its short term assets (current assets) are on 
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an average 4.78% in their total assets. This shows that its short term assets are finance 
by   long term borrowings stating conservative working capital financing policy. 
? The mean short term borrowings to total borrowings ratio range from 7.15% to 11.07% 
for all the companies. There are nine companies having their mean said ratio in the 
range of 5% to 15%. Andhra Cements Ltd. (12.20%,) India Cements Ltd. (14.64%), 
Binani Cement Ltd (9.40%), Dalmia Cement (Bharat) Ltd (5.73), Prism Cement Ltd. 
(7.36%), and Madras Cements Ltd. (5.82%), are the companies having very low level 
of short term finance in their total finance, stating very conservative working capital 
financing policy.  
? There are three companies having their short term borrowings to total borrowings ratio 
in the interval of 25% to 35%. Birla Corporation Ltd. (26.22) Century Textiles & Inds. 
Ltd (29.17%) and K C P Ltd. (29.33%) are the companies having very high level of 
short term finance in their total finance, stating very aggressive working capital 
financing policy.  
? To study the relative finance liquidity and profitability, the short term borrowings (SB) 
to total borrowings (TB) ratio and Return (PAT) on total assets ratios are tabulated in 
Table 5.14.1. Companies like A C C Ltd., Ambuja Cements Ltd, and Birla Corporation 
Ltd.and Gujarat Sidhee Cement Ltd. Mangalam Cement Ltd.and Prism Cement Ltd 
with very high SB to TB ratio have comparatively very high Return (PAT) on total 
assets. This is because of use of short term finance which is flexible and less costly. On 
the contrary companies like Binani Cement Ltd., Birla Corporation Ltd, K C P Ltd., O 
C L India Ltd, and Mangalam Cement have very high SB to TB ratio means high level 
of long term borrowings which is less flexible and more costly results into low 
profitability in terms of low Return (PAT) on total assets. 
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? Cement industry is the capital intensive industry that would require huge investment in 
the projects and in the current assets investment due to continuous production.  The 
investment in the inventory in the year of 2003-04 was 114.52 crores and reached to 
285.31 crores in the year 2008-09 that shows the growth rate of 36.92%. In the industry 
Binani Cement Ltd., has 91.20% of the total investments of 19 cement companies. 
Average growth rate in the inventory investments is 36.92%. 
? Out of 19 companies, six companies named A C C Ltd, Ambuja Cements Ltd., and 
Century Textiles & Inds. Ltd Dalmia Cement (Bharat) Ltd., Dalmia Cement (Bharat) 
Ltd. India Cements Ltd.and Madras Cements Ltd. has average raw material inventory 
investment of more than 100 crores during the study period and the cement industry on 
aggregate basis has shown very steady trend in the investment of raw-material.  
? Finished goods inventory has shown upward trend for overall industry during the study 
period and A C C Ltd. has grown highest during the said period. 
? Raw-material turnover ratio is very poor for companies like O C L India Ltd, Dalmia 
Cement (Bharat) Ltd, and Century Textiles & Inds. Ltd. and K C P Ltd which has less 
than 10 times of said turnover as against 15.4 times of industry aggregate turnover. 
? Cement Industry aggregate has 81.4 times of finished goods turnover ratio but 
companies like Ambuja Cements Ltd, Andhra Cements Ltd, India Cements Ltd., J K 
Lakshmi Cement Ltd., J K Lakshmi Cement Ltd., K C P Ltd. and Mangalam Cement 
Ltd. has outperformed industry and reported very high finished goods turnover ratio. 
? Inventory constitutes 39.59% of total current assets in the overall cement industry while 
Binani Cement Ltd. has 49.2% of its current assets as inventory while Century Textiles 
& Inds. Ltd (48%) and Mangalam Cement Ltd. (43.7) has more than 45% of their 
current assets as inventory on average basis. 
  
335 
? In cement industry, the major components of inventory include stores and spares, raw-
material, semi-finished goods and finished goods. It has been found that industry on 
aggregate basis has highest proportion of its inventory in Raw Material followed by 
Semi-finished Goods and Finished Goods. Raw Material has 64.59% of its total 
inventory value investment while 16.66% in finished goods and 18.75% in semi-
finished goods. 
? During the course of investigation, it has been disclosed by the companies that they are 
putting into practice all the modern techniques of inventory control such as ABC 
analysis and EOQ system along with customized computer programmes. 
? Cement industry on aggregate basis has shown downward trend in the level of 
receivables. A C C Ltd., Ambuja Cements Ltd, Andhra Cements Ltd. Gujarat Sidhee 
Cement Ltd., Madras Cements Ltd., Shree Digvijay Cement Co. Ltd., and Ultratech 
Cement Ltd. are the companies having very high level of receivable turnover. Century 
Textiles & Inds. Ltd., N C L Industries Ltd., and Madras Cements Ltd.are the 
companies with very steady behaviour in terms of investment in receivables as their 
coefficient of variations are very low compare to A C C Ltd., Heidelberg Cement India 
Ltd., India Cements and Shree Digvijay Cement Co. Ltd.. 
? Cement industry on aggregate basis has receivables turnover ratio in the range of 28.66 
to 50.46 times during the study period. The mean or average receivables turnover ratio 
is 39.29 times with 23.17% of coefficient of variation. Most of the companies show 
their receivables turnover ratio around 28.66 to 50.46 times which is near or equal to 
industry average.  
? Three companies named Birla Corporation Ltd, Andhra Cements Ltd, and Gujarat 
Sidhee Cement Ltd.has reported their mean receivables turnover ratio of 36 to 25.8 
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times which is in range of industry average. These companies have outperformed 
because they have fastened their collections and have comparatively high level of sales 
volume and lower level of receivable investment. 
? The mean receivable to current ratio for industry aggregate is 39.29% with 23.17% of 
co-efficient of variation. India Cements Ltd, Ultratech Cement Ltd., Shree Digvijay 
Cement Co. Ltd., Gujarat Sidhee Cement Ltd., Century Textiles & Inds. Ltd., Andhra 
Cements Ltd., Madras Cements Ltd., and N C L Industries Ltd.are the companies have 
their receivable to current assets ratio more than  industry aggregate of 39.29%. 
? Cement Industry on aggregate basis has 12.69% of its total debtors as debtors 
exceeding six month. It ranges from 6.39% to 22.49% during the study period. Their 
dues are more than six month. Out of 19 companies under study, there are 6 companies 
who have this ratio of more than industry average. There are 13 companies who have 
the said ratio lower than 10%. These companies are very good at their collection policy 
and managing their debtors efficiently. 
? There are two companies named Madras Cements Ltd. and A C C Ltd. with the mean 
level of cash more than 50 crores. There are three companies named Ambuja Cements 
Ltd, Century Textiles & Inds. Ltd. and Century Textiles & Inds. Ltd. in the range of 30 
crores to 40 crores of cash balance. Companies like Andhra Cements Ltd., Binani 
Cement Ltd., Gujarat Sidhee Cement Ltd, Heidelberg Cement India Ltd., India 
Cements Ltd., J K Lakshmi Cement Ltd. and K C P Ltd. have cash balance in the range 
of 5 crores to 25 crores. Rest of 7 companies has mean cash balance below 25 crores. 
? Out of 19 companies, seven companies have not invested significant amount in 
marketable securities. Major companies who have invested their excess cash in 
marketable securities are A C C Ltd., Birla Corporation Ltd., Birla Corporation Ltd., 
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and Century Textiles & Inds. Ltd., Dalmia Bharat Sugar & Inds. Ltd., J K Lakshmi 
Cement Ltd., Madras Cements Ltd., and O C L India Ltd. 
? Cement industry aggregate figure shows 28.95 times of cash turnover ratio on an 
average during the study period. During 2003-04 to 2008-09, it fluctuates in the range 
of 12.08 times to 50.16 times.Out of 19 companies, 4 companies mean cash turnover 
ratio is near to industry aggregate of 28.95 times. 12 companies have cash turnover 
ratio which is far exceeding the industry aggregate. While rest of the companies have 
cash turnover ratio is lower than industry aggregate. 
? Cement Industry on aggregate basis has 16.36% of its total current assets as cash 
investment with 52.75% of coefficient of variation. It ranges from 7.41% to 25.86% 
over a period of six years. Out of 19 companies 8 companies has cash to current assets 
ratio which is less than industry average. 5 companies mean cash to current assets ratio 
is in the interval of 10% to 15% which is near to industry average. While five 
companies like A C C Ltd., Ambuja cement ltd., Binani Cement Ltd Heidelberg 
Cement India Ltd., and J K Lakshmi Cement Ltd. have more than 15% of cash to 
current assets ratio. 
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9.2 Suggestions: 
 
Keeping in view the above observations relating to the study, the following measures are 
suggested which would go a long way to improve the management of working capital in the 
cement manufacturing companies in India.  
? During the course of investigation it has been found that 8 companies are giving more 
attention to the only liquidity aspects of working capital management and taking more 
conservative decisions leading to the decline in profitability of the company.  There is an 
urgent need to bring about the change in the attitude of the management. They should be 
more aggressive in working capital management by giving equal weightage to both 
liquidity and profitability aspects of working capital management. 
? Many of the companies do not have proper computer programme for the handling of 
inventory resulting in lack of coordination. For the improvement in coordination, strong 
and effective management information system is required to be implemented. The 
frequency of reporting of inventory, receivables and cash must be increased so that timely 
action becomes possible to overcome the problems.  
? As the management of working capital involves frequent decision making, it is proposed 
that every company should have separate function and responsible authority to constantly 
monitor each component of working capital. 
? Ultratech Cement Ltd. has very poor performance compare to other private companies so 
there is an urgent need to look in to the problems and tone up its efficiency.  
  
339 
? Madras Cements Ltd has shown good performance in very short span as it has been able 
to maintain its aggressive approach towards the working capital management. Other 
companies are also required to adopt more aggressiveness in maintaining their current 
ratio 2:1 and improving their profitability. 
? A C C Ltd., India Cements Ltd., and Ultratech Cement Ltd. are having very huge funds 
blocked in inventory and receivables. This is because of their size of operation up to 
some extent but they need to take care of it otherwise they may face the problems of 
diseconomies of scale. 
? Companies are advised to review their working capital frequently with the tools like 
funds flow and cash flow statement and cash control reports. 
? To deal with the over-stocking in stores and spares component of inventory, all the units 
are advised to promote import substitution programmes. Further, ancillary units should be 
developed and internal repair facilities should be created. Stores and spares inventory 
must be classified according to FSN analysis for better control over them. The same way 
efforts should be done for the reduction in semi finished goods inventory with the help of 
some technological up-gradation suggested by technical experts. 
? Allocation of authority, pertaining to credit and collections to some specific department, 
selection of proper credit terms and use of factoring services would go a long way to 
improve collections. This will lead to the reduction in debtors of more than six months. 
? Cash management in the selected units can be streamline by proper planning and control 
of cash. The companies must adopt the objective methods rather than intuitive methods of 
cash forecasting. Moreover cash inflows and outflows must be assiduously regularized. 
Quick disposal of documents and letters relating to sales would surely speed up the 
inflow of money. 
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? Out of 19 companies, seven companies have not invested their surplus cash in marketable 
securities. For efficient performance of this function it is suggested that cash section 
should be placed under the charge of finance experts. 
? To conclude the study, it can be said that the adoption of above measures will doubtlessly 
help the selected companies to improve their overall performance in the management of 
working capital. With the efficient management of working capital, selected companies 
can utilized their capacity optimally and accelerate economic growth of India by 
increasing the production of cement at reasonable cost. 
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